2 4 pe
[ e
(1 7

)
0N

RECOMMENDATIONS AND FINDINGS

OF THE

MARYLAND ELECTRONIC FUNDS TRANSFER SYSTEMS ADVISORY PANEL

TO THE

GOVERNOR AND GENERAL ASSEMBLY OF MARYLAND

December 1, 1978

<>







LOUIS L. GOLDSTEIN

COMPTROLLER OF THE TREASURY
STATE TREASURY BUILDING
P. 0. BOX 466
ANNAPOLIS. MARYLAND 21404

269 -3801

December 1, 1978

To His Excellency
Blair Lee III
Acting Governor of Maryland

To The Honorable
General Assembly of Maryland

It is my privilege to present the final report of the
Maryland Advisory Panel on Electronic Funds Transfer Systems.

The Panel, which was established by Chapter 540, Acts of
1977, was directed to study the implications of electronic
funds transfer systems (EFTS) on the State and the citizens of
Maryland. In accordance with Chapter 540, the Panel placed
particular emphasis upon the study of the impact of EFTS on
banks, other depository institutions, business, government,
consumers, and the privacy rights of the citizens of Maryland,
The Panel also evaluated the benefits and drawbacks of the use
of EFT by the State of Maryland in the administration of its
pay system, and monitored the introduction and impact of EFTS
in other states and the federal government. ‘The Panel was
directed to report its findings and recommendations to the
Governor and General Assembly. An interim report of the Panel
was issued on December 1, 1977.

Since its first meeting on September 19, 1977, the Panel
has met regularly to hear speakers, evaluate reports, and
exchange ideas on what was recognized quickly as a continuously
changing, broad, technical, and complex subject. The Panel
agreed unanimously to open all of its meetings to the public.
The speakers heard by the Panel represented virtually all of
the groups that are affected by EFTS. Many Panel members
attended a tour of the EFT facilities of the First National
Bank of Maryland.
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The Panel used extensively the exhaustive Final Report of
the National Commission on EFT (October 28, 1977). The Panel's
staff prepared a summary of each recommendation contained in
the National report. :

The Panel divided itself into four committees in order to
conduct detailed studies of the various aspects of EFTS and to
prepare findings and recommendations for consideration by the
full Panel. The four committees were the Consumer Issues Com-—
mittee, the Developmental and Technology Issues Committee, the
Roles of Federal Government Committee, and the State Law Com-
mittee. The substance of this Final Report is the findings and
recommendations drafted by the committees, and approved by the
Panel. : : '

Very recently, Congress passed legislation concerning EFT
~as an amendment to the Consumer Credit Protection Act. Cong.
‘Rec. 13067 (daily ed. Oct. 14, 1978), It has not, as yet, been
signed by the President. The legislation primarily addresses
consumer issues. It is expected that the President will sign
this bill, and, if signed, the law should be consulted if you
address the issues concerning the consumer and EFT. *¥*

EFT is young and continuously changing. New issues will
continue to arise. The Panel believes, however, that it has
addressed properly the principal issues currently facing the .
State of Maryland and its citizens. The Panel urges that you
consider carefully the findings and recommendations of this
report.

Chairman, Advisory Panel

LLG:cp

**p_S. President Jimmy Carter signed H.R. 14279 (The Electronic Fund
Transfer Act, an amendment to the Consumer Credit Protection Act) on

November 10, 1978.
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SUMMARY OF FINDINGS AND RECOMMENDATIONS

I. Consumer Issues.

Privacy - Restrictions should be placed on the
method of obtaining and the type of EFTS information
available. Consumer Credit Reporting Agencies may
receive EFTS data related to extension of credit.
Other EFTS data should be transferred only with the
consent of the consumer, or by appropriate judicial
order. EFT information should not be sold or
exchanged for marketing purposes.

Establishing an EFTS Account - Debit card issuers'

may distribute unsolicited debit cards without credit
features only to their own customers. The personal
identification number (PIN) should not accompany the
distribution of the card. Rights and liabilities of
the users should be disclosed. The card would not be
effective until a contract is signed. Waiver of
statutory safeguards should be prohibited. The card
issuer would be liable for losses 1ncurred prior to
signing the contract for the card.

Reversibility - EFT users should not have the
right fo reverse debit transactions.

Operating an EFT Account - There should be
written receipt for transactions. Account errors
should be corrected according to the Fair Credit
Billing Act. Overdraft features of an EFT account
should be optional. Statements should be rendered
monthly on active demand deposit EFT accounts and at
least quarterly on inactive accounts.

Theft and Error - The consumer should have no
more l1ability on a lost or stolen EFT card than on a
credit card.

Garnishment -~ Maryland law should be changed to
reflect the protections found in federal legislation.

Public Education - Providers of EFT services
should be encouraged to educate the public about
EFTS.
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II. Developmental and Technology Issues.

Simple Parity -~ State banks should be allowed the
same privileges as national banks with respect to
EFTS.

Services - Authorized bank services should
include Intrastate debit and deposit-taking services,
intrastate credit functions, interstate debit
services and interstate credit functions.

Non-Depository Institutions Versus Banking
Instifutions - AIthough not regulated, certain non-
bank institutions perform bank-like functions. They
have EFTS systems available. There is a division of
opinion whether non-depository institutions should be
regulated in providing EFTS services as banking
institutions are regulated. It would be premature to
make a recommendation at this time.

Multiple Systems -~ There should be no prohibition
against multiple systems for EFT.

Availability of Membership and Services - A group
"of institutions desiring to establish an EFT system
should be open to membership and services by other
institutions as long as costs are shared equitably.

Industry Competition - Unrestricted competition
is recommended between the data processing and
communications industries in the EFT terminal and
system marketplace.

II1I. Roies of the Federal Government.

A National Development Corporation for U.S.
Payment Systems - It Is recommended that the federal
government be urged to form and fund a National
Development Corporation for U.S. Payments Systems.

Relationship Between Regional Automated Clearing
Houses and the Federal Reserve -~ The Iederal
government should be encouraged to legislate the
relationship between ACHs and the Federal Reserve,
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Uniform Security and Examination Procedures - The
federal government should be encouraged to enact
uniform security and examination procedures for
providers of EFT services.

Revision of State and Federal Criminal Codes -
Criminal codes should be revised to deal with EFT
fraud, unauthorized use, theft, and fraudulent
alteration of EFT data,.

' State Criminal Code - State law should be enacted
to protect privacy and criminal abuses not covered by
federal law. '

Permanent EFT Committee - EFT is in its infancy
and Is continuously changing. To monitor these
changes, a permanent EFT committee should be
established.

IV. State Law.

State law should be clarified to provide whether
foreign banking institutions and others may or may
not operate point of sale terminals within the State
which provide '"banking transactions'.

V. Use of EFT By the State of Maryland For Its
Payroll System,

As of January 1, 1979, the Central Payroll Bureau
will be in a position to establish a direct deposit
payroll operating as a parallel system to its regular
system. It would appear from the studies that have
been made taking into consideration the nebulous cost
items and the computation of loss of float, that from
an economic standpoint, it probably would not be of
benefit to the State to change to a direct deposit
payroll system. On the other hand, convenience to
the employee and more importantly the acceptance by
the employee, may make the installation of such a
system a valuable fringe benefit to State employees.
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FINDINGS AND RECOMMENDATIONS

: I.
CONSUMER ISSUES

Privacy

Legal safeguards should be enacted to restrict who can
have access to the information and how that access is to be
obtained. The restrictions should be similar to the suggested
federal legislation, but greater detail should be specified in
state law. EFT data may be transferred to a third party in the
private sector only for the intended purpose of said party to -
use the information in connection with an application for or
extension of credit to the consumer. The terms and history of
.prior extensions of credit may be communicated to a Consumer
Credit Reporting Agency; however, non-credit transactions may
not be so commﬁnicated. Current levels of information disclo-
sure should neither be broadened nor restricted with the advent
of EFT. Such information shall be limited to the terms and
history of prior extensions of credit granted to the consumer.

No other information may be transferred to any third party
unless the consumer consents thereto or it is disclosed in
response to a subpoena or summons, Or by appropriate court
order, a copy of which has been served upon the consumer in
time for the consumer to have an opportunity to challenge said
summons or subpoena.

The sale or exchange of EFT information should be con-

trolled so that it is not used for mailing lists, sale of goods



or services, or construction of profiles of individual consum-
ers to be used for sale or other marketing purposes. Any pro-
vider may solicit existing customers.

Establishing An EFT Account

Debit card issuers may distribute unsolicited debit cards
without credit features only to their own depositors, provided
that the personal identification number (PIN) does not accom-

| pany the card and that each distribution is accompanied by a
full disclosure of the recipient's rights and liabilities and a
contract for the recipient to sign to indicate his acceptance
of the card. After the card issuer receives the card holder's
signed contract, it would be permitted to send the customer the
PIN needed to access the account. The card issuer would bear |
'1iability for any loss due to unauthorized use prior to the
date the contract is signed. Waiver of protections should not
be allowed. Renewal and substitution cards should be permitted.

Reversibility of EFT Transactions

The Advisory Panel rejected a recommendation that stop
payment/reversibility of EFT transactions should be similar to
current check writing and credit card practices.

The proponents and opponents of reversibility of EFT
transactions agree that the principal issue is whether or not
one views EFT as a system to allow for, and replace to some
extent, cash transactions, or whether it is essentially a sys-

tem to replace credit card and check transactions.



The proponents of reversibility contend that EFT is a
substitute for checks and credit and therefore should carry the
same right of reversibility. They argue that reversibility is
the only self-enforcing mechanism that the consumer can use to
protect himself against defective merchandise and unscrupulous
merchants. The proponents also claim that, even with reversi-
bility, merchant users will benefit.from EFT because of reduced
paper flow, automatic availability of funds, and knowledge that
there is money to back the customer's purchase.

The opponents of reversibility of EFT transactions argue
that the National EFT Commission declined to recommend reversi-
bility, that merchants‘who use EFT would have to be careful
that the oonsumer is reputable which could result in inconveni-
ence and delay, and that mandatory reversibility is taptamount
to legislation establiéhing retailer refund policies. The
opponents also argue that reversibility will not protect the
consumer from the unscrupulous merchant because that merchant
is unlikely to use EFT if reversibility is available, that the
increased cost of reversibility will be borne by the consumer,
that consumer's can retain reversibility rights by writing a
check instead of using EFT, and that there is little . evidence
that reversibility is necessary.

Operating An EFT Account

There should be written receipts for transactions.
Account errors should be corrected with protection afforded

similar to Failr Credit Billing Act. (See Md. Ann. Code Com.



Law § 12-511). Overdraft "privileges" should not be an auto-
matic feature of EFT accounts; legislation should require spe-
cific application for overdraft from the consumers. There
should be options available wherein the consumer can have an
EFT account without overdraft "privileges'" should the consumer
So desire. Statements should be rendered monthly on active
demand deposit EFT accounts and at least quarterly on inactive
ones.

Theft and Error

The consumer should have no more liability on a lost or
stolen EFT card than on a credit card. Such protection should
be spelled out in the law.

Garnishment

Maryland law should be changed to reflect the protections
found in federal legislation.

Public Education

EFT presents a broad range of financial services hereto-
fore generally unknown to the consumer. The consumer must be
made aware of how the various EFT services will affect him so
that he can make informed decisions regarding which EFT serv-
ices best suit his particular needs. It is récommehded that
providers of EFT services be encouraged to educate thelpublic

in this regard.



II.
DEVELOPMENTAL AND TECHNOLOGY ISSUES

Simple Parity

Simple parity legislation should be passed which allows
state banks the same privileges as pnational banks unless other-
wise prohibited by law and approved by the State Bank Regula-
tions Board.

'The committee believes that national banks should not
obtain competitive advantages over state banks. Should this
situation occur as a result of Congressional action, we believe
it is unlikely that a special session of the State legislature
would be called to correct such disadvantage and therefore
recommend the enactment of this legislation.

It is too early to tell whether any problems would come
about from national legislation. Both state and national leg-
i{slation will probably be enacted in 1980 at the earliest.
Services

Services which should be permitted include: intrastate
debit services, intrastate deposit-taking services, intrastate
credit functions, interstate debit services, and interstate
credit functions.

With regard to interstate deposit-taking services, the
committee believes consumers will best be served by allowing
EFT across state lines within natural market areas on a recip-
rocal basis. However, because this involves the whole question

of interstate banking with its multiple financial and/or polit-

jcal complexities, the committee is not yet prepared to




recommend permissive legislation. Any interstate functions by
foreign banks in Maryland should only be granted if the same
power is allowed by the state where the foreign bank is domi-
ciled. Full reciprocity must exist in all exchanges of inter-
state services,

Non-Depository Institutions Versus Banking Institutions

_Certain non-depository institutions imitate banking by
cashing checks and dispensing cash against a previously
established line of credit. Presently, their terminals can be
installed without the approval or consideration of any regula-
tory agency. Most members believe that the laissez-faire pri-
vate enterprise system should remain unregulated while a féw
believe that, if one is regulated, all should be regulated.
AThey contend that the various functions of banking are becoming
s0 diffused among financial institutions that it is unfair to
impose regulatory burdens on certain segments of this community
while exempting others. Certain financial type companies have
begun practices which could be considered banking transactions
and a number of court cases are periding regarding these.

Before proceeding with any law-making recommendations in this

area, the courts' decisions on these suits should be awaited.

Multiple Systems

The committee recommends that laws should not be enacted
which would prohibit multiple systems for EFT for the various
types of institutions (banks, savings and loans, or credit

unions) and regardless of charter (federal or state).



Availability of Membership and Services

The committee recommends that any consortium or associa-
tion of institutions desiring to establish an electronic funds
transfer system should be open to membership and sefvices by
any other institution as long as costs are shared eéuitably.

Industry Competition

The public interest would best be served by allowing unre-
stricfed competition between the data processing industry and
the communications industry in the EFT ferminal and systeﬁ
marketplace. Artificial barriers to entrance and exit from the
market imposed by elther state or federal requirements and pro-
cedures should not apply fo EFT terminal equipment systems.

Any policies adopted should be those advocating laissez-faire.

\

. . III.
ROLES OF THE FEDERAL GOVERNMENT

A National Development Corporation for U.S. Payménts Systems

It is recommended that the federal government be urged to
form and fund a National Development Corporation for U.S. Pay-
ments Systems. This recommendation was made by Vermne S.
Atwater, a member of the National Committee on EFTS. The
corporation would be similar in form to the Corporation for
Public Broadcasting. It would make grants to public and govern-
mental organizations in order to support promising technologi-
cal research and development programs., Security and privacy of
this nation's vital payments system would be ité charge. The

research effort in EFTS would be comparable in some respects to



programs now sponsored by the Transportation Systems Center to

apply advanced technology to the safety and mddernization of

the public transportation systems in the public interest.
There would be a reciprocal flow of information between

this federal corporation and the various state committees.

Maryland's committee is discussed in a separate recommendation.

Relationship Between Regional Automated Clearing Houses and the
Federal Reserve

‘The federal government should decide and legislate the
relationship between the regional clearing houses and the Fed-
eral Reserve. At the present time, there are twelve regional
ACHs. Ten are operated free by the Federal Reserve. Two are
operated without the Federal Reserve. New York, the largest
ACH, is oﬁerated without Federal Reserve assistance. The fed-
eral government should decide just what the rule of the Federal
Reserve is. We do not suggest any solutions to this problen,
but we do recommend that Congress address and resolve the issué°

Uniform Security and Examination Procedures

Security and privacy are the two most urgent problems fac-
ing EFT systems in the eyes of the public. Without favorable
public opinion, no EFT payments system will succeed.‘ Since EFT
recognizes no state boundaries, the federal government must
enact legislation to placate public fears.

The need for federal action is twofold. EFT systems are
interstate and also expensive. For example, the State Banking
Department of Maryland cannot economically justify the expense

of an expert computer examination force. Even if we could,




half of the banks in Maryland (i.e., the national banks) would
not be examined. The same can be said for the thrift institu-
tions.

At the present-time, the State Banking Department relies
on computer system exaﬁinations made by federal regulators as
permitted by law.

Revision of State and Federal Criminal Codes

Modern criminal codes which recognize EFT as a payments
system separate and distinct from the one which has developed
our present code must be enacted. The federal govermment
should be urged to act, but the State of Maryland should also
enact its own legislation. We suggest this be turned over to
an appropriate legislative committee of the Maryland legisla-
ture. |

Such legislation should prohibit the following:

1. Introduction of fraudulent data into a computer
system.

2. Unauthorized use of computer related facilities.

3. Fraudulent or malicious alteration or destruction
of computer data, information or files.

4. Theft, by electronic means or otherwise, of
money, financial instruments, property, services,
software or data. '

State Criminal Code

In tandem with the federal government, the State should
enact legislation to cover criminal offenses and the protection

of privacy in areas not embraced by the federal law.
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Permanent EFT Committee

Because EFT is in its infancy and experimental stagés, we
'do not feel that all encompassing restrictive legislation
should be enacted. Such legislation inadvertently may prevent
future desirable developments. We do feel that EFT progress
should be monitored and, therefore, recommend the appointment
of‘a nine person committee consisting of the State Comptroller
of the Treasury, the State Treasurer, State Bank Commissioner,
an expert representative of the Maryland Banker's Association,
an expert from a non-financial industry developing its own
electronic payments system, an expert representative from the
thrift industry, a knowledgeable consumer representative and
two public members. The chairman of this committee will be
appointed by the Governor.

Section 476 et seq. of Article 41 creates our current
Advisory Panel to prepare a comprehensive report for the
Governor and the General Assembly. However, the Panel's
existence terminates on December 1, 1978. The statutory panel
created by Section 477 is too large and unwieldy for effective
continuous service as an adjunct of the State Bank Commissioner's
Office. The permanent committee could take advantage of both
state and federal statutes and provide detached analyses for
the State Bank Commissioner, the Governor and the General
Assembly as the progress of electronic funds transfer services
expand. 1Its functions would be both to recommend appropriate
legislation and to provide advice whenever proposals present

themselves to the Governor and the General Assembly.



IV.
STATE LAW

Some of the transactions that may take place at point of
sale terminals given the current technology (i.e., the accept-
ance of deposits) could be considered transactions which his-
torically have been limited by the laws of this State to bank-
ing institutions (i.e., banks, savings and loan associations,
trust companies, savings banks, credit unions, etc.) chartered
under the laws of this State or to national banking institu-
tions having their principal office in this State. The law
should be clarified to provide whether.foréign banking institu-

tions and others may or may not operate point of sale terminals

under the State which provide "banking transactions®.

USE OF EFT BY THE STATE OF MARYLAND FOR ITS
PAYROLL SYSTEM

The following letter concerning use of EFT by the State of
Maryland for its payroll system was submitted by Senator
william S.” James, Maryland State Treasurer, to the Advisory
Panel. Senator James has valuable expertise in this area
because of his involvement with a committee studying the Mary-
land payroll system. The Advisory Panel voted to receive the
letter as its findings and recommendations on this topic. Sup-

porting documents marked as exhibits D throughF are in the

appendix of this report.
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September 25, 1978

The Honorable Louis L. Goldstein

State Comptroller

Chairman of the Advisory Panel to
Study the Movement Toward Electronic
Funds Transfer Systems

State Treasury Building

Annapolis, Maryland 21404

Mr. Chairman:

House Bill No. 1302 passed during the 1978 session of
the General Assembly created the referenced Advisory Panel to
study electronic funds transfer systems. Under Section 480-2
the Panel was charged with "evaluate the benefits and drawbacks

of the use of electronic funds transfer by the State of Maryland
in the administration of its pay system." ;

The State Treasurer, William S. James, a member of the
Advisory Panel, was assigned the task by the Chairman to evaluate
the benefits and drawbacks, as it pertains to the State's payroll
system. After considerable thought the following considerations
were determined applicable to such evaluation:
1. Loss of float for State investment
2. Ability to recover funds paid by error
3. Simplicity of reconciling payroll accounts
4. Elimination of lost checks
5. Elimination of forged checks
6. Elimination of issuing duplicate checks
7. Elimination of stopping payment on checks

8. Elimination of filing paid checks

9. Elimination of space for storage of paid checks
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10. Elimination of cost of checks

11. Elimination of space of storage of unused checks

12. Elimination of time lost by employees depositing
his check

13. Elimination of time of agency to pick up payroll

14. Type and method and distributing receipt to employee

15. Establishing a checking account for employees not
having an account

16. Cost of clerical time for payroll operation
Convenience of the employee

18. Acceptance by the employee

19. Any other pertinent considerations

In the course of evaluating the various considerations
as outlined’above, it was believed desirable to examine in detail
an operating unit utilizing the electronic funds transfer system
for its payroll system. Accordingly, the largest unit in the
immediate vicinity is that of the City of Baltimore. The State
Treasurer previously had examined the so-called Direct Deposit
Payroll of Baltimore City and a report dated July 14, 1976
(Exhibit A) was prepared and is included for your consideration.
An update of that study was done on June 12, 1978 (Exhibit B)
and a copy of that report is also included for your information.

It should be noted that in the two-year span from 1976
to 1978, there was an overall increased participation of only
two percent of its total employees.

A cost study was attempted during June, 1976 relating
to changes in the payroll system, Initiation of additional forms,
elimination of paychecks and importantly the cost of loss of
float. A copy of the report outlining the cost projections is
also enclosed (Exhibit C) and you will note that where the interest
lost was $161,090.65 in 1976 at a 4-1/2% interest return, as of
1978 with a 7-1/2% interest rate the loss would be $268,484. A
typical cost benefit evaluation prepared by the Maryland National
Bank sets forth the following:

(Exhibit D).

You will note that assuming a 25% employee participation, the
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estimated annual savings would be $7,725. Making up this savings
1s item 9 and 10 under the portion labelcd Annual Savings, 9
being "estimated value of direct deposit as an cmploycc bene€it"
in the amount of $2,100, and item 10 "estimated value of lost
time spent in banks cashing/depositing checks" $4,510. These
two items practically account for the entire savings and appear
to be very nebulous as to real dollar savings.

As of January 1, 1979, the Central Payroll Bureau will
be in a position to establish a direct deposit payroll operating
as a parallel system to its reqular payroll system. It would
appear from the studies that have been made, taking into con-
sideration the nebulous cost items and the computation of loss of
float, that from an economic standpoint it probably would not be
of benefit to the State to change to a direct deposit payroll
system. On the other hand, convenience to the employee and more
importantly the acceptance by the employee may make the installation
of such a system a valuable fringe benefit to State employees.

Respectively submitted,
Wbl 4
WILLIAM S. JAMES, EASURER

WSJ: jpd
Encl.



Exhibit

HOUSE BILL No. 1302.

introduced by Delegates Naurer and Kopp

paad and Examined by Proofreader:

irroofreader.

Proofreadec.

sealed with the Great Seal and presented to the Gcvernor, for

his approval this day of

at o’clock, . -~

Spaaker.

CHAPTER

AN ACT concerning

Advisory Panal to Study the Implications of
Bleftronic Punds Transfer Systems

FOR the purpose of creating a Panel of cectain nmemkers to
study the implications of Electronic Fuads Transfer
Systems for the State and for the citizens of
Maryland; providing that the Panel report its
findings and recommendations to the Governor and the
General Asseambly; providing for peetings of the
Panel; providing the Panel with the power to agpoint
pecessary teaporary personnel; and providing that
the Panel's existence terminate upon a certain date.

8Y adding to

Article 41 — Governor — Executive and
Administrative Departmpents
Sections 476 through %83 482, inclusive, to La under
the new subtitle "47 Advisory Panel to Study
the Movement toward Electronic Punds

EXPLANATION: CAPITALS INCICATE MATTER ADLCED TO EXISTING LAW.
[Brackets] indicate matter stricken from existing law.
Etrike—ouwt indicates matter stricken from kill.
Underlining indicates amendpents to kill.

42

45
46

50
51

52
53
54

56

59
60
62
63



HOUSE BILL No. 1302

Iransfer Systeus"
Annotated Coda of Haryland
(1971 Replacemernt Volume and 1976 Suppleaent)

SECFiGN 1. BE IT ENACTED BY THZ GENERAL ASSZHDLY OF
MARYLAND, That new Sections 076 through 483 402,
inclusive, to be under the new Suk: tle "47 Advisory
Paocei to Study the Implications of Electrcanic Funds
Tfransfer Systeams” be and they are hereby added to Article
41 - GovernoC - Executive and Adninistrative Departnents
of the .annctazed Code of MHaryland (1971 Replacemeat
Volume and 1976 Supplement) to read as follows:

- Article 41 — Governor — Executive
and Administrative Departments

47
ADVISORY PANEL TO STUDY THE HOVENZNT TOWARDS
ELECERONIC FUNDS TRANSFER SYSTENS

THERE IS AN ADVISORY PANEL TO STUDY THE IMPLICATIONS
ZLECTRONIC FUNDS TRANSFER SYSTENS FOR THE STATE AND
ThZ CITIZENS OF MARYLAND. IT SHALL BE REPERRED TO AS
YPANEL".

THE PANEL SHALL INCLUDE:
J

1) THEZ COYPTROLLER OF THE STATE OF MARYLAND, WHO
SHALL BE CHAIRMAN OF THE PANEL;

(2) THE T3ZASORER OF THE STATE OF MARYLAND;
(3) THE BANK COHNMISSIONER;

(4) THE CHIEF OF THE DIVISION OF CONSUMER
PROTECTION DIVISION OP THE STATE LAW DEPARTMENT;

(5) THE COMMISSIONER OF CONSUMER CREDLT;

(6] A__REPRESENTATIVE OF THE MARYLAND _ BANKERS
A3SOCIATION RND A REPRESENTATIVE OF CONHERCLAL BANKS
HHICd USE TRESS SYSTEMS

{7). A_REPRESENTATIVE OF THE MARYLAND RETRIL _FOOD
DZALZSRS;

£5) (8) A REPRESENTATIVE OF THE MARYLAND CHAMBER
OF COJNERCE AlND A REPRESENTATIVE OF COMHERCIAL
ESTASLISHMENTS WHICH USE THESE SYSTENS; .




HOUSE BILL No. 1302
4o> (9L A REPRESENTATIVE OF THE MARYLEUD RETAIL
MEBTAANTS ASSOCIATION;

43 (10) A REPRESENTATIVE OF THE HARYLAND STATE
BAR ASSOCIATION;

4+ {11) AT—hEL STl PEREOUS—TO——RIDIESENT—TFUE
IHSEISETE—O F—OTHERNFR FHFSI—CAOYRS £ 8 G4 bR #5—-CONSY RS~
MWW%;——W% FOUR
CONSUMER MZ#B2RS REPRESENTATIVZ OF THE POPULATLON OF THE
STATE WHO ARE FREE OF ANY CONELICT OF INTEREST.  TMESE
S ERSONS SHALL BE AGPOINTED BY THE GOVZRNOR; AND

{12 AS MANRY AS THREE ACDITIOMNAL PERSONS
i!?ﬂlﬁiﬁ?iﬂﬂ OTHER AFFECTED G ROURS HoT OTHERWISE

IMCLUDED. THESE PEOSONS SHALL EFE APPOLINTED BY THE
Eg?;!ﬂﬂﬂ.

!.78.

UNLESS PROVIDED ELSEWHERE, HENBERS 07 THE PANEL
SHALL RECEIVE NO COMPENSATION FOR THEIR SERVICES AS SucCH,
BUT THEY NAY BE RELMBURSED FOR EROPER ANL NECESSARY
EXPENSEZS ZINCURRED 1IN THE DISCHARGE OF THEIR DUTIES ON THE
PANEL IN ACCORDANCZ WITH THE STANDAFD TRAVEL REGULATIONS.

479.

THE PANEL SHALL HEET AT THE CALL o7 EITHER THE
CHAIRNAN OR A HAJORITY OF MEMBERS.

480. ¢
Td2 PANEL SHALL:

(1) CONTINUE TO STUDY THE INPLICATIONS FOR THUE
STATE OF MARYLAND AND FOR ITS CILTIZENS OF THE HOVERENT
PROY OUR PRESENT PAYMENT SYSTEHNS CUABACTERIZEC BY CASH,
CHECKS, AND CREDIT CARDS, TO A SYSTEM CHARACTERIZED BY
THE ELECTRONIC TRANSPER OF FUNDS, HITH PARTICULAR
cMPHASLS O¥ TUF INPACT ON RANKS, OTHER DEPOSITORY
INSTITUTIONS, BUSINES>. GOVERMHENT, Cousuuar CONSUNERS,
AND THZ PRIVACY RIGHTS OF THE CITIZENS OF THE STATE OF
MARYLAND.

(2) EZVALUATE THE BENEFITS ANC DRAWBACKS OP THE USE
OF ELECTRONIC FUNDS TRANSPER BY THE STATE OF HMARYLAND IN
THE ADNINISTRATION OF ITS PAY SYSTEH.

(3) MGNITOR THE INTRODUCTICN AND INPACT oF
ELECTRONIC FUNDS TRANSPER SYSTENS IN OTHER STATES AND IN
THE PEDERAL GOVERNMENT.

(u) REPORT ITS FINDINGS TO THE GOVERNOR AND THE
GENERAL ASSEUBLY IN AN INTERIH REPORT OX DECZMBER 1, 1977
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AND A ZINAL REPORT ON DECEMBER 1, 1978.

{35) HAKE RECOMMENDATIONS TO THE GENERAL ASSITHRLY
70 ASSURE THAT THE INTERESTS OF THE STATZ OF MARYLAWD AQD
ITS CITIZENS ARE APPROPRIATELY SAFEGUARDED Il ELECTRONIC
PUYDS TRANSFER SYSTENS ZI¥TEG IN THE SPrYE OF NARYLAND.
THESE RECOMMENDATIONS SHALL ACCOMPANY F'+ nTNG. GIVEN TilE
COVERNOR AND THE GENERAL ASSEdBLY ON DECEnJEZR 1, 3978,

“81-

THE PANEL MAY SEEK FUNDS FRON THE PEDERAL
COV Z2NNENT, FOUNDATIONS, AND PRIVATE SOURCES IN ADDITION
TO STATE FUNDING.
L33~

W—W&“——PSWW
CLERLCAL P-RRSONEL AMID—CONSHIEANT-S—H B S © 2
£ Dol O b W GRESMY—T 0P FHEORY
-
.

STAIE—BUBCE S

483 482,

UNLESS EXTENDED BY THE GENERAL ASSEMBLY, THE PANEL®S
ZXISTENCE TEARMINATES 3&?8—2#8—&ND—OF—&HS—*QJ&-SSSSIO&—O¥
SHE-GENERM—ASSENBLY ON DECEMBER 1, 1978. ALL RECORDS,
REPORTS AND OTHER MATTERS PERTAINING TO THE WCRK OF THE
PANEL SHALL BE TRANSFERRED TO THE HALL OF RECORDS UPON
TERMINATION OF THE PANEL®S EXISTENCE, SUBJECT TO TIE
APPROVAL OF THE STATE ARCHIVIST.

SECTION 2. AND BE IT FURTHER ENACTED, That this Act
shall take effect July 1, 1977.

Approved:

Goverhor.

Speaker of the House of Delegates.

President of the Senate.
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LOUIS L. GOLDSTEIN

COMPTROLLER OF THE TREASURY
STATE TREASURY BUILDING
P. 0. BOX 466
ANNAPOLIS. MARYLAND 21404

269 - 3801

December 1, 1977

The Honorable Blair Lee III
Acting Governor of Maryland
State House

Annapolis, Maryland 21404

Honorable Steny H. Hoyer
President of the Senate
H-107, State House
Annapolis, Maryland 21401

Honorable John Hanson Briscoe
Speaker of the House of Delegates
H-102, State House

Annapolis, Maryland 21401

Dear Governor Lee, President Hoyer, and Speaker Briscoe:

Pursuant to Chapter 540, 1977 Laws of Maryland, 1 am pleased to submit
to the Maryland General Assembly this interim report of the Advisory Panel
to Study the Movement Toward Electronic Funds Transfer Systems (EFTS).

Chapter 540 was signed by Acting Governor Lee on May 17, 1977, and
became effective on July 1, 1977. The Act directs that an advisory panel be
‘established to study the implications of EFTS on the State and the citizens of
Maryland and that the panel report its findings and recommendations to the
“Governor and the General Assembly. Consistent with the Act's specifications,
our Panel includes the Maryland State Comptroller, Treasurer, Bank Commissioner,
Chief of the Consumer Protection Division of the Office of the Attorney General,
the Commissioner of Consumer Credit, and the Director of the Division of
Building, Savings and Loan Associations. Also included are representatives
of the Maryland Banker's Association, commercial banks which use EFTS, the
Maryland Retail Food Dealers, the Chamber of Commerce, the commercial esta-
blishments which use EFTS, the Maryland Retail Merchants Association, and the
Maryland State Bar Association. Additionally, the Governor appointed to the
Panel four consumer representatives, a representative from local government,
and two from other affected groups. A list of the Panel members is appended
to this interim report. :
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The Panel, at its organizational meeting, designated Stanford D. lless,
Esquire, as its Coordinator. A support staff to assist the Panel was assembled.
In order to keep expenses as low as possible, the support staff was drawn
principally from Maryland State government employees. The Panel unanimously
agreed that all of its meetings would be open to the public.

1t quickly became apparent to the Panel that the subject matter of EFTS
js broad, technical and complex. Although many members of the Panel possess
sophisticated knowledge with respect to EFTS, it was decided that, in order
to clarify the focus of the Panel's study, all of the Panel members should have
a thorough understanding of EFTS. Therefore, at the first several meetings,
the Panel educated itself by scheduling and listening to. presentations from
EFTS experts. These experts represented government, banking and suppliers of
EFTS equipment. Extensive question and answer sessions followed the presentations.
For example, the Panel heard from James 0. Howard, Jr., Esquire, who is the
general counsel for the National Commission on Electronic Funds Transfer. His
remarks were particularly helpful because he jdentified potential areas
of State involvement with EFTS. Other speakers approached the subject of EFTS
from several perspectives. The Panel heard a representative from AT&T explain
the reasons why AT&T believes EFTS is inevitable and how the AT&T system works.
We also listened to Mr. Robert Hecht, who represented Financial Management
Services, Inc., a corporation whose shareholders are Maryland savings and loan
associations, request that the Panel consider methods of assuring that savings
and loans be given the opportunity to compete on an equal basis with commercial
banks in providing EFTS services to Maryland residents. The Panel also heard an
excellent presentation from Mr. Donald G. long, Product Manager for 1BM, on
present and potential advantages and problems in the use of EFTS systems.

In order to study the various aspects of EFTS, the Panel decided to divide
into committees. Consistent with its assignment, the Panel, through these
committees, shall continue to study the implications for the citizens of the
State of moving from our present payment system to EFTS, evaluate the benefits
and drawbacks of EFTS with respect to its use by the State as a method of making
payments, and monitor the impact of EFTS in other states and in relation to the
federal government, as well as examine those other areas mandated to be studied
by Chapter 540.

The Panel, in the future, intends to continue to educate itself by
hearing from representatives from all affected groups. It is interested in
soliciting comments from potential consumers of EFTS services and from regula-
tory agencies that may become involved with EFTS. The Panel also will study
and utilize the recently issued voluminous Report of the National Commission
on Electronic Funds Transfer.

The Panel is to report its findings and recommendations by December TR
1978.

Cordially yours,

L
_:;auis L. Euldatein

Chairman, Advisory Panel

LLG:dlv
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cies, Including the Cof ity Credit Cor-
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Sic. 1917. This
ezaginent.

TITLE XX—E1FCiRONIC FUND
TRANSTERS .

Src. 2001. The Consumer Credit Protection
Act (15 USC. 1601 e seq.) 1s amended by
adding st the ead thereof the following ac#
title:

~“T1TLE IX—ELECTRONIC FUND
TRANSTERS

=§ 901. Short title 4

“This title meay be clted as the “Eleciionic
Fund Transfer Act’.
=§ 902. Findings and purpcse

~(a) Tbe Congress fnds that the use of
electronic systems o transfer funds providea
the potential for substantial beneltls to con-
sumers. However, due to the unique char-
actesistics of such systems, the appilcation
of exisiing corsumer protectlon fesisiation
is unclear, leaving the rights and liabllities
of consumers, financial lastitutions, and in-
te:medinzles in electronlc fund translers
undelned. 0 1

*(b) It i3 the puspose of this title to pro-
vide a Dbasle framexork establishing the
rights, ladilities, and responsthilities of par-
ticipants tn electronic fund transler systems.
The ;:ircary ohjecive of this litie, however,
is the provision of individusl consumer
rights. A
*~§ 903. Defnillons
“As used ia this title—  *

~(1) the term ‘acccpted card or other
mesns of acces3’ mears a ca‘;'j!, codz, or other
means of access to 3 cozsuimiers account for
the purpose of Iailtlating eleztronic fund
tracsers whea the person to whom such
card or other mears of access was issted has
requested and receised or bes sicned or hes
used, or authorized another to use. such card
or other goeans of access for the purp<se of
Yracsfe:rlAg mcney betxcen accounts or ob-
talning money, property, labor, or services;

#(2) the term *sccount’ means a demand
dcposlt, savings deposit, or other asset ac-
count (other tban a3 oTcasional or inct-
dental credit balance in an ozen end credit’
plan as defined In section 103(1) of tbis
Act), as described 10 regulations of the
Board, estadlished primarily for personal.
family, or bhousehold purposss, but such
term Coes not 1zclude an acsount held hy a
firsncial institution pursusat to a boaa fide
trust agreement:

*(3) the term “Board” mesns the Eoard of
Governora of the Federal Reserve System;

“(4) the term “dDusiness cay® me:as any
day on which the ofices of the consumer’s
financial institution involved ln an elec-
troniec fund transfer are open to the pubdblic
for carrying ‘aa subsiantially =11 of its busi-
nezs functions;

“(5) the term ‘cunsus=er’ mesns a natural
pesson: 43 :

*(6) the term ‘elecirunic fund transfer”
mears any transfer of {unds, olher thaa a
trancactlon originated by check, draft, or
similas paper Insiruzien?, which 15 Inftlaied
trrough an cleciionte terminal, telephcule
instsuinent, or compuier or Ciagsellc tapc so
85 to crier, Iasiruct, or authrrize a Laancial
Instituslon to debit or credit an a~count,
Such term Includes, bul is not Minitad to,
point-of-sate translers, a4qtoinated teller
achine transactions, direct depieits or
wtherawals of funds, and translers Inlti-
Ated hy teiephore. Such term dovs not In-
Slude— 3

“(A) sny check guarantee cr aulhoriza-

21%%e shall tale ellect upn
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tlon sirutte
fu adetit o

o Snads, sesRer th
thome Foint™ 2C Yy Sennted clearip hoeioe
made by a fin si:ation on Ll of
a coisumes by otans of a service that tra2s-
fers furds held as eltlier Fedsrz! Rmwive
banks or other Ccpository lratiiutions and
which 13 no% desigrcd pslmasly W trauzics
funds ¢z Yehall of a consues;

=(C) any transaction the primacy pusp
of =hlch 1s the purchise or saje of securit!es
or ccmrmoddities throigh a hroxas-cealer reg-
1stered with or rezulited by the Sccurilics
and Exchange Comm!ssion;

~(D) any autornatic trazsfer {rom & sav-
fngs account to a dcmaczd depesit accournt
pursuant to an agreement betieen n con-
sumsr and 8 financlal fastitvilon for the
purposc of covering an overcrafi or mala-
talning an sgTced upon micilmum batance
in the consuines's demand deposit accound]
or 3

“{E) any transfes of funds which is Ini-
tiated hy a telcphone coniersation beclwcen
a cocsumer and an olicer Or c=pioyce of 2
fnancial institution alhich is not pursiant
to a prearranzed plan and under which pe-
riodic or recurring transfess ars not coan-
templated;
ns delermined unde:r regulalions of the
Board; £

“(7) the term ‘electronic termical® means
an clecironic device, other thaa a telephone
operated hy a constumer, through which 8
consumes may Inltiate an elecironle fund
trensfer. Such term Includes, but is not
1imited to, polnt-of-sale termipals, auto-
mated teller macklnes, and cash dispensing
smachines:

~(8) the term ‘fnancital Instliution’
means a State or Natlonal bauZz, a Slate or
Federal savings and !oan association, n
rmutual savings hazk, a State or Federal
credit union, or any other person who, di-
rectly or indirectly, holds mn scconut be-
longinz to a consumer:;

“(9) the term ‘preauthorlred clectronic
fund transfer™ ricans an elecironle fund
transfer authorized in adtance to recur at
substantlally regular inlervals; ol
. =(10) the term °‘State’ means any Stale,
territory, or pocsession of the United Stales,
the Disirlct of Columblia, the Commonwezlth
of Puerio Rico, or anjy political subdlvislon of
any of the foreroing; and

“(11) the term ‘unauthorized elcctronic
fungd transfer’ means an elestronic funad
transles from a consurmer's account initiated
by a person othes than the consumer xithout
acsual authority to In1iate such sransier and
from which the consumer recelves no beneat,
hut the term dovs not includa sny elcetronic
fuvd transfer (A) Initisted by a persoa other
than the oinsurmar who was furnizshed with
the card, cocde, or 6ther means of sctuss o
such consumer’s arcount by such consuroer.
unless the consumer has notifted the finan-
cial insititution involwd that transless by
such other person ace no longer ruthorized,
(B) initlated with fraudulect Intent LY the
consiiner or any person ecing in cuoncest
with the consumer, or (C) which constitutes
an error cor:mitied hy a Lfopanclal lusU-
tutlon.

~Sgc. 904. Ragulations

~(a) The Beard shall preseslbe regulations
to carry out the purposes of thls titte. In
presesiding  such regsulations, the Roard
shall:

“(1) consult with the other agencles re-
ferred to in Section 917 and take into nc-
count, and allow for. the cont!nuing cvelu-
tion of efectronle banking scritces and the
tuchnolasy utiliszec in such se:

={2) prepare an aralysls of ccoroniic hin-
pact which considurs the cos and beaedls
to financial Insiilutions, ceasumess, and
other uscrs of clectronle fands Sranusicrs, in-
clucing the cxient to swhich sdditlionnl docu-
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“(3) %o the cxtet gracucadle, the ilcurd
shall denonstrate that the corcuimer fizatacs
tiom=s ¢ the prapoted rejulwiises outael:
the cozilnnee cosla Impiead U en €25 M

e:s and Snazcelal Instiiulent

*(4) azny prupwsed rofmaons a8 arcos-
panying enalires shall be seat pIemaily to
Congress hy the Board,

~(h) The Bcazd shal Ssue mocel clanises
for optional use by Lnanclal tosiilutiors to
faciiitate cornpliance with the disclosure re-
quirezents of secilon 995 aad to ald con-
sumess in undesrsaading the righls and
responsihlilties of pariicipaals in elcclronic
fund transfess by utflizing rexllly undes-
sLandadle langucge, Such mocel clauvces
shall be sdoptecd after nollce duly glves in
licthe Fecderal Register and opporiunity
for public commens 1n acpordance with scc-
2109 553 of title 5, Taited Siates Coce, WwWith
Tespect to the disciosures requized hy section
005(s) (3) snd (4), the Boaxd shall take
account of vasiatlons ia the seivices and
charzes under difesent elecironic Zund
transfes sysfems and, as sporoprinte, shall
13sue alternative model clauses for cleclosuro
of these difering accouunt terms.
* *(c) Regulations prescibed hereunder
may coatain such classtication, diferenti-
ations, or other prosivons, and may provice
for such adiustments and excepiions for any
class of electronic fuad transiets, as ln the
judgsmeat of the Boasd;kre necelsary o
propes to efectuate the pusposes of thix title,
to prevent clrcimsentiod or esasion thered?,
or 1o facliitate co:zpilazce therexith. “he
Board shall hy regutation modily the regquire-
ments tmpesed by this Htle on small finan-
Aal 1ns12utions 1f the Board delermines that
such modincations are pecessary to alleviate
any undue compliance burden on small
fNinancial Institutlnns and such modidcation:
are corzsistent with the purpose atd Objeciive
of this titie. i

*(d) In the evezt iksl elecisonic fund
traysler services are made avilladle o con-
samers by & person otber than a financlal
ins:ttuilon holding a consumers accoant, the
Poard shall by rcsulation s<sure that the
disclosures, protectiona responstbilities, and
reincéles creased by this title are mace appl-
cable to such pessors and services.
*'§ 905. Tesins and cocditions of transfers

*(a) The terms and condidons of elec-
t-onic fund trans’ess lnvolving a ccnsnrner's
aceount shall be disclosed at the time the
consumer contracis ‘or an clectinnle fund
trans’cr service, 1a accoréance with regula-
tions of the Hoard, Such diclosures shall
be in readlly uncerssianéadle tanZjuage and
shall tectade, to the extent apnlicadle—

(1) the cornsurnes H1adillly for unauthor-
t-ed elecironic ruad tmarsiens and, at the
ficancial Insiliution’s oplion, notice of the
r¢visadlilty of prompt reporiing of any loss,
the!t, or ur.authorized use of & card, cude,
or ciher menns of access;

*(2) the tciephone number and address
of the pemon or ofice to be noitfiad in the
event the consurmer belterex that an un-
authorized electronic fund fransfes Bias been
or may be eflected,

**{3) the type and natore of elecironic
fund tracsfers which the censumcer may
iniilate, Including any Umitatlons on the
frequency or dolar amount of such fransiers,
except that the detafls of such lintintinns
need not he disclosad 1f thelr confdentlally
1s vecessary to mrnlaln the seusity of an
clecironde furd Sransfer syslem, as deter-
mined by thie Board;

*(4) anry charges for electronic Turnd trans-
fers or for she right to miie such transferss
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“(8) the cunsumer's ripht Lo stop payinent
of & preauthuriced electnnle fund transfer
and the proceduwre to initinte such a slop
Ppod ment order;

=(6) the cuasumer's right {o ruwecive doc-
umntation of electronic fund transfers un-
der section 088 ’

=(7) n cuinweary, In a furmn prescribed by
regusatiuzs of the Board, of the error resolue
tion provisions of scction 508 and the con-
swner's rights thereunder. The financial in-
stitution shall thereafter transmit such sum-

at lcast once calendar year;
m:?l) tbe nmsmsumuon'- Habilty to
the consumer under section 910; and

~(9) under what circumsiances the finan-
cal tessitution will in the ordinary course of
. Dusiness disclose Information concerning the
conumer's scoount to third persons.

*(h) A £rancial intitution shall notify a
conumer {n writing at least twenty-one days
prior 10 the effective date of any change In
agy term or condition of tbe cotsumer’'s ac-
count required to be d!sclosed under subsec-
tion (a) 1if such change would result in
greater cost or Mability for such consumer or
decressed access to the consumes's account.
A flaaccial f=stitution may, however, imple-
ment a change in the terms or condiilons of
am sccount without prior notice when such
change is Lmmediately necessary 1o maintain
or resiore the security of an electroanic fund
transfer system or & cozsumer’s account.
Subject to subsection (2)(3), the Board shall
require sudbsequent notification if such &
charge is made permanent.

*“(c) For any account of a consumer made
sccessible to electronic fund trapsfers prior
20 the effective date of this title, the infor-
mation required to be disclosed to tbe con-
sumer under subsection (¢) sball be disclosed
not jater than tbe earller of—

“(1) the first perlodic siatcment required
Dy sectlon $08(c) alter tbe eflective cate of
this title; or

=(2) txity days after tbe eJective date
of this title. ;

«$ 908. Documentation of transfers; periodic
statements j .

*(a) For each electronic fund t=ansfes int-
1!ated by & consumer from an electronic ter-
mizal, tte financial festitutlon holdizg such
censumes’s account sball, directly or indi-

rectly, at the time tbe transfer is Inftiated,.

make azalladle to the cocsumer written
documentation of such {ransfer. The docu-
mentation shall clearly set forth to the cx-

licable— r "
uﬂ:lzpfbe armount involsed and date the
trassfer isinitiated;

*(2) the type of transfer; )

*(3) the identity of the consumer’s ac-
coupt with tbe financial Institutlon from
which or to which funds are wansferred;

“(4) the identity of any third party to
whom or from wbom funds are trapsferred;
and

=(5) tbe lJocatlon or identificatlon of tbe
electronlie terminal asolved,

~(b) For a consumer’s account wblch Is
scheduled 1o be credited by a preautborized
eleciroalc fund transfer from the same pasor
at least once in each successive slxiy-cay
period, except where the payor provides posl-
11te notice of the trapsier to the consumer,
the financial institutlon shall elect to pro-
sXde premptly elther pesitive notice to the
comsarner when tbe crecit is made as sched-
vled, ur niZatlse npotice to the consumer
when ¢%e credit Is not mace as scheduled, 1n
sroordanice with regulations of the Board.
The ricans of notlce elccled shall bLe cls-
clused to the consumer In &ccordance With
section 905, 2

*(c) A foaancial instiiution shall provide
eachl constimer with a perlodic staterment for
cach accoant of such consumer that inay be
aeceresd by aneans of an electionlc fund
tzansfer. Eacept ps provided 1o sudsecilon
td) az=d (e), such's:a‘.x:n?nt ehall de ro-
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vided at least inonthly for ¢ach monthly or
thorter cycle in which an clectronic fund
tran~fer affeeting the account has vceuned,
or cvery three mnonths, whichever 1s inore
fregnent. The stalceinent, which may luclude
Infurination reparding  transactions other
than clectronie fund transfers, shall clearly
sct forth—

**(1) with regard to erch clectronic fund
transfer during the period, the informintion
described In subsection (a), which may beo
provided on an accompanylng document;

*(2) the amount of any fce or charge ns-
scssed hy the financial institution during the
period for electronle fund transfers or for
account maintcnance;

*(3) the balances In the consumer’s ac-
count at the beginning of the perlod and at
the close of the perlod, and

*(4) the uddress and-telephone number
to be uscd by the financial nstitution for the
purpose of receiving any siatement Inguiry
or notice of account error from the con-
sumer. Such address and {elephone munber
shall be preceded hy the caption 'Direct In-
culrles To:* or other shinllar language in-
dlcating that the address and number are to
he used for such Inquiries or notlces,

“(d) In the case of 8 consumer’s pass-
dook account wbich may not bé ncenssed by
clectronlc fund transfers olber Lhau preau-
thorized electronic fund transfers crediting
the account, a financial Instituiion may, In
lieu of complying with the requirements of
subsection (c¢), upon presentation of the
passhook provide the coaswner In writing
with the amount and dale of eacbhb such
transfer involring the account since the pass-
hook was last presented. ¥

>(e) In the case of a consumer’s account,
other tban a passbook accoupt, Wwhich may
not be accessed by clectronic fund transfers
otber than preauthorized clecironlc fund
transfers crediting the account, the ficancial
Institution may provide a periodic state-
ment on a guarterly basls which otherwise
complles with the icquiremients of subsec-
tion (c). a .

“{f) In any action involving a conswuner,
apy documentation required by this section
to be glven to the consumer which Inéicates
that an electronic fund transfer was made
10 another person shall be ndmlssible es cvl-
dence of sucb transfer and shall constitute
prima facle proof that such transfer wns
made.

*'§ 907. Preauthorized transfers

“(s) A prcavthorized clecironic fund
transfer from a consumer's account may be
authorized by the cousumer only o writling,
and a copy of such authoriration shall be
provided to the consumer when made, A con-
sumer mAay stop payment of a precauthorlzed
electronle funad transfer by notifying the -
nanclal Iastitution orally or 1o writing at any
time up to three husiness day's preceding the
scheduled date of sucdb trausfer. The finan-
clal Institution mnay requhre writien confir-
mation Lo be provided to it wilhin fouricen
cays of an ora! notificalion if, when the oral
notification is irnade, the consuuer Is ad-
vised of =nch. requirement and the adidress
to which such coafirmation showld be sent,

“(b) In the case of preauthorlzed transfers
froin a consumer’s account to the same per-
son which may vary in smount, the dnanclal
institution or desipnated payce sball, prior
15 cach transfer, provide rensonable zdviance
natice to the consumer, 1a sceordance wilh
regnlatlons of the Board, of the anount 1o
be transferred and the schieduled Galte of the
transfer, 3
**§{ 908. Error resolutlon * _

**t{a) If a Ainancial Institntion, within sixty
¢uys after haviog trensinitted Lo a consumer
ducumeniation pw=suant to wection 906(a).
(c), or (d) or notification pwruant Lo ¢~
1100 406(b), rezeives oral or wrilien no'lce tn
v.hich the corstuner— o
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(1) sels forth o otbesadse coablis the
fnrascial nsttutlon to Wandify the name
and acconnt munlwr of tre conrumer,

*(2) Indicalas e comrumer® bielle? that
the docuineriatinon, or, in the casc of notin-
cation purstant to rectiee *(b), the con-
suiner's acconnt, coatalus an crror fnd fhe
amnunt of such crros; and

*(3) scts forth the reaxsons for {l.e con-
rumer's bellef (where appiicable) thel an
error has occurred,

the financial Instlutlon stall Investigate the
nllcped crror, determine whether am error
has occurred, and report or mall the results
of such Investigation and delerminatilon to
the consurner withln ten business dnys. The
financial insiiiutlon may reguire written
conSnration to be provided to it within 10
business days of an orat netification of error
11, when the oral notibScalion s made, the
consumer s advis+d of such requircinent and
the address to which such confirmation
should be scnt. A Snancisd institution which
requires wrliten conflirmeation In accor@ance
with the previous sentence need not provi-
slonally recredit A consumer’s nccount n ac-
cordance with subsectlon (c), nor skal the
finapcial nsiitution be Havle nuder subscc-~

,tion (e), if the wrltien coafinmatlon is not

rccelved within the ten dsy perliod yeferred
10 1n the previous sentence.

“(d) If the financlal iesiitulion Qeter-
mines that an error ¢id occnr, 3t shall
yromptly, but In no rcvent more than one
busincss Cay after determinalion, corsect the
erros, suhject to xoction 909, Including the
crediiing of Interest where applicable.

“{c) If a Enanclal Institulion recelves no-
tice of an ezror In theé medner and J¥ithin
the time period specided Ig subsection (a),
1t msy, lo lleu of the requirementis of cub-
sectlons (a) and (b), within ten Dbuslness
cays after recelving such potice provistonally
secredit the comsumess account for the
emount allesed Lo be In eovor, subject 10 sec-
tlon 909, Including Inierest where applicable,
pending the conciusion of its Investigntion
and its dctermication of whether an error
kas occurred. Such invesiigation shail bs
concluded not Iater than forty-five 2ays afler
recelpt of notice of tbe ewor. During the
pendency of the Investigalion, the consnwmer
shall khave full use of the Minds provision-
ally recsediied. - L

*{d) If the financial tnslitutlon aeter-
mines afler its investipstion pursuant to
sudsection (a) or (c) that an crroer did not
occur, 1t shall deliver or msll to the con-
sumer an cxplanalion of 3is findings within
3 busine:s Qays alter the conclusion of Its tn-
vestigntion., and upon request of the con-
sumer promptly deliver o mall to the con-
rumer reprocductions of all decuments which
ihe finnuciel izstitution relled on to con-
clude that such error did not otcur. The
financial Institntion skall IncJude »olice of
The right to request reproductions with the
explenation of Its fNindings.

*“(e) 1f In ary aclion under scction 915, the
court finds that—

“(1) the dnancial Instiiuiion 414 not pro-
visiopally rccredit a consumer’s-- acconnt
within the ten-cay perlod specified 1n suh-
section (c), and the Srsnc!al Institution
(A) ¢id not make n good f2ith Invest)gation
of the alicced error, or (B) Qid not hiave a
reasonable bacls for bellering that the con-
rimer’s nccount wrs not o error; or

“(2) the fiaancial izsiitullon YLnowingly
and wIfullr concitded that the consumer's
account was not In ciror wken such counclu-
slon coild not roasonabtey bave Lwen drnwn
from the cvidence avalladle o the financ!al
1ostitution at the t!me of Mis Invesilgation,
ikcen the conaumer sh:alt be entiiled to tredbie
¢ennpes deleninined unéer rectilon $15(s)
(1). i £ -

“tf) Yur the purpose of this accilon, b
errar covsists of— =
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the corsunies’s wecouns which st:ould hase

b=en included; 3
“(4) 2 cupmputaiioral erros by the finin-
el dasttiutiou
“(5) the comaun o'y recelpt of an Inccs-
ress :L:\_'LJ:'.‘. of pousy frem aa eiccironlc
temuinall
. “(6) & consumes's reguest for adéitionat
jcformatioa or cinrification concerning sn
electzonic fund tragsfer or any docurmenia-
tion required by this title; or s
“(7) auy otber error deicribed In regula-
tions of the Board.

+} 999. Corsumer f1abiiity
transfars
*(s) A consumer shall be lable for any
unauthoribed electronic fund transfcr 1o-
volving the account o such consumer only
tf the card or other means of access utllized
for such fransler was en sccepted card Or
otbers means of access and If the Issuer of
such card, code, or other means of access
has proviced a means whe:zeby the user of
such card, code, or otber mears of access
can be ideéatified as the person autborized to
wsa 1t, such as by signaiure, photosraph, or
fingerprint or by electronic or meckanlcal
coaZrmation. In no eveat, howevcr, shall a
consumer’s 1ladllty for 3n unautborized
trans’er excesd the lcsser of— R
~{1) 350; or
~(2) the amount of money or value of
propesty or services obtalzed ln such unau-
thorized electronic fund transfer prlor to
the time the financisl fostitution Is notified
of, or otheraise becomes aware of, clrcum-
staaces which lead to tbe reasonable bellef
*tbat sn unauthorized e‘ectroric fund trans-
fer imvolving tbe consumer’s account bas
been or maay be efectdd. Notice undes this
pacazTaph Is sufficlent wken such sweps have
been taken as may be reasonably required In
.the ordinacy coursc of business to provide
the financial tnstitution with the pertinent
.lntormtlon, whether of not any particular
olicer, eg;plo;ee, or azeat of the fiz:ancial
..InstitutiQd does In fncd recelve such infor-
matlon. s

Notwithsianding the forcgoling. relnmburse-
ment need not be made to the consumer for
fomses the ficancial Institution establishes
would not have occurred but for the fatlure
of the consumer to report within sixiy days
of transmittal of the statement {or In exten-
uating circumsiances such as extended travel
or hospitalization. within & reasonable time
under the ¢ircumstanccs) sny unauthorized
electronlec fund transler of account error
whirch appears on the periodic statement pro-
vided to the consumer under sectlon 906.
In addition, rehinbursement nced not bdbe
msde to the consumer for losses which tbe
anancial Instiiutlon essablisbes wou'd not
have occurred but for the fallure of the con-
sumer to report any loss or theft of p card
or other means of access within two business
days after the consumer learns of the loss
or theft {or in extenuallng clrcumstances
such as extended travel or hospitatization,
within a longer period which Is reascnable
under the circumstances). but the con-
surmner's liability under this subsection In
any such case may not exceed a total of £500,
or the amount of unauthorized electronlc
“tund transfers which cccnr following the
- close of two dbuslness ¢ays (or such longer
period) .aftes the consumer learns of the loss
or theft but prior to notice to the financial
festitution utdes this subsection, whichcver
- 18 fess. .o
- *{(b) Iu any actlon which involves a cou-

for unauthorsiced

L samer’s liabilily for an uiauthorized elec-
. tronle fund lraneler the burcen of proof
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is upon the fir antlal tnztitsiion +% Jlow that
the elestronie fund tras.afes ans authorizod
or if 1Le elacitonic urd trale.
thoet! wad, then the brirdern ol junnl s
the Lo anstal Lstitutica o oaniielr th
condlilons of M .biley set fosith In suhsces
tion (a) hare been et ané, tf the trans’tes
was initiated after the crective date of sec-
tion 905, that the dizclesures reruired to dbe
made to the consumer undes sectlor 905(a)
(1) and (2) were in fact mac2 In AcCLIQANCe
with suzh scction.

*{c) In tbe e.cnt of a transactiou which
invoives botdb an unautkorized ctecironlc
fund trans’e: and an extension of credit as
defincd In scction 103(e) of this Acl pursi-
ant to an agreement belween the consumer
and the financial institutlon to cxtend such
credit to the consumes in the event the con-
sumer’s account is ove:drasn, {he limitation
on the consunes’s Habdlilty for such Sransac-
tion shall be dctermirved solely In accord-
ance with tbis sectlon. '

=({d) Nothing In tbls
bility upon a consurner
electronic fund transfer in

section Imposes 1a-
for an unauthorized
excess of hils lia-

bility for sucb o transfer under other appll-

“cable Iaw or under any agresment w1th the
consumer’s financial tnstitutlon. )
“(e) Exocpt ns provided in this section, &
consumer incurs no 1abllity {rom an unau-
thorized clectronic fund trzansfer, -
~§ 910. Liablilty of anancial institutions
*(a) Subject to subscciloes (b) and (c).

. » finaneial institution o4all be liable to 2

consumer for all damages proximately caused
by—

"‘(l) the @nsnclal Institution’s fallure to
make an electroalc fund tzansfes, in accord-
ancc with the terms and concitiors of an
account, in the correct amount or In a timely
manner when properly insirucied to do so
by 1the consumcr, except where—

“(A) the consumes's account has insuM-
clent funds:

“(B) the funds are sublest to legal proc-
ess or othesr encumbrance gestricting such
transfcs;

“(C1 such transicr would exceed an estab-
fished credit iimit; .

“{D) »nu electronic terminal has tnsufi-
clent cash to complete the transaction; Or

“(E) as otherwise provided In regulations
of the Board;

“(2) the financlal tnstitution’s failure to
mare an electronic fund traosier due to In-
suMclent’ funds when thc Anarcial institu-
tion failed to credit, In accordance with the
terms and condiiions of s account, a dc-
posit of funds to the cozsmner’s account
which would have provided sufficlent funds
to make the transfer, and

*(3) thc
stop payment of a preavihorized transier
from » consumer’s account when instructed
to do o In accordance with the terms and
conditions of the ncronot.

*(b) A financial institution shall not
be llable under subsection (a) (1) or (2) If
the financial Institution shows by & pre-
ponderance ol the evidence that its action
or fallure to nct resulted from— . 1

“(1) an act of God o~ shier clrcumstance
beyond 1ts control, that 1t exercised reason-
ahle care to prevent such an occurrence, and
that 1t exercised such diligence as the cir-
cumstances required; or

»(2) a technical malfunction which was
xnown to tbe consumer at the time he at-
tempted to lultlate an electronic funad trans-
fer or, In the cnse of 3 preauthorized trans-
fer, at the time such transfer should have
occurred. 3

*(c) In the casc of a fallure described In
.subscction (c) which was not Intentionnl
and which resulted from & bona fide crror,
.potwlthstanding the malntenance of proce-
dures reasonably adapted to avold any such
.error, the financial iastitution shall” be
ftable for nctual damages proved. )

Ananclal insiitution’s fallure to °

§ I B

~§911, I'tonnes 0f cxd: Oor o*hers I ans

mag fiur o a CNLe T
O GIes I a7 O e 330
r's azewnt for the p TN 14
an eeztroms fund trarnsles ol

fuitating
than—

(1) In respoie to a yeque
tion thezefor; or

*(2) as = reneaat of, or In sah:
for, an accepied cad, codr, Or o RS
of Access. mhether Luzed by the !nttial -
$uTr OF & SUCC2LI0T.

~(b) Noiwithsiandleg the piovisions o’f
subscciion (n), a person may distribulc to
a consurier on an wmolicited basis s ensrd,
codc, or othcr mesas of access for use in
fnitlating an eleciremic fund transle:r froin
such consuine:r’s aocownt, If —

(1) such casd, ende, or other means of
acceas is not validxed:

“(3) such disislvution 1s accompaled by
» complete disclosuse, In accordance with
section 903, of the co=sumer's rights and
jabilitles which witagply If such casd, code,
or other means o7 acoess is validaled;

+(3) such dlserivution Is sccompanied by
n clear exphn:\'.lou.l.nucorCnncc with regu-
intions of tte Board, that such card, code,
or other mea=s of access Is not valldaled and
Dhow the consumer may ¢i:pose of such code,
card. or other mesns el access If valdatlon
is not deslredd; and

*{4) such card, cede, o7 otkcr means of
access Is valldaled only In response to n re-
quest or epplication from Lhe corsumer,
upnon veriieation of the consumer’s identity.

*{c) For the purpsss of subsection (b).a
cerd, cods, or otber means Of BRCCCSS ts vali-
dated when it may be ussd {o Initiate an
electronic fund tramser. e
.*§ 912. Suspersion of oblizations

“If a system myMfwoclion prevenls the ef~

fectuation ©f an electronic fund t:ansler
initlated by 8 cocstcmer to another pérson.
and such other pessem hias agrecd to nccepl
payment by such means, the consumer’s ob-
ligation to the otber per=on shall bLe sus-
‘pended untll the moifunction is correct>d
and the clectronic fond transler Iy b
completed, unless smch other person has sub-
sequently, by written rcquest, demanded
payment by mcans ether than an clecironic
fund transfer.

~§ 913. Compulsory =se of elecironlc fund
9 transflers

“No persont INAy—

=(1) condiion the extension of credit toa
consurner on such consumes:s repayment by
means of preautbesized elecironic fund.
transfers, ov a

*#(2) require a cemsuiner to cstavlish an
account for rccelpt of etectronlc fund trans-
fers with a particular fiancial !n_stllntlon as
a condition of emplogment or receipt of a
governmental benedt
§ 914, Walver of rightts

“No writing or other azreement between &
consumer and any ether person may contain
any provision wbich constitutcs a walver ofl
any right conferred or cause of actlion created
by this title. Nothisg in this section prd
hibits. howevers, any writing or other agree
pent which grants to a consumer o mor:
extensive right or semedy or grestics protec
tion that contalned in this title or a walve
glven In sesilement of a dispute or nction
§ 915, Civil 11aditity

“{a) Except as oftberwise provicsd by this
section and sectlon 910, any perinn who oall
to comply with any provision of this tisd
with respect to any consumer, except for o
ciror resolved in sccordance with section 238
1s lable top sucb comsumer In an anonn
equal to the sun of—

(1) any actual damage sustalaed by suct
consumer s a result of such fulinrel

-=({2) (A) In thecaeof an Individual actlen

¢ or zppira-

-’
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&n siount not 1
10 $1.100; O
“1B) In the

s tlan 8100 nor grealer

sne Of a clnss action, such

caonnt as the ol 1ay allow, except that
(1) &3 to Cach - bt 0F 436 class no nini-
yium recovery cTAl Le rppiteable, and (it)
the 1etal Tecos 5 under this subparagraph
In .oy €SS ACL N OF NTINS of cla:s sciluns
arising out of Lo sime fellute to ccmply by
the smane poisea hall not be raore than the
tenses G $500.6i Gr 1 per centum of the net
worth of the delendant; and

*(3) in the case of any siuccesslul action to
endorce he furepolng 11adliity, the costs of
the action, together witbh a yeasonable ot-
torney's fee as Cetermined by the court,

*(b) In determ'ning the amount of la-
biity in any action under subsection (a).
the court shall eorsides, among other rele-
vant Jactord—— -

*(1) In any individual action under sub-
section (8)(2)(A), the frequency ard pcr-
slstenice of nmoncompllance, the nature of
auch rnoacompliance, and the extent to
which the noacompilance was iatentional
or i g
=(2) 1n aay czss sctlon tnder subsection
(8)(2) (B). tbe frequency and persisience of
noacomp'iaace, the nature 0! such noncom-
pliance, the resoarces of the delendant, the
rumber of persons paversely aZected, and
the extent to which the noncompliance was
fntentional - -
* =(c) Except 35 provided in section 910, &

30 may Dot be keld Labie in sny sction

rought under this seciion jor a viojation
of this title If tre person shows by & pre-
ponderance of evidence t=at the violation
was pot intentional and resalted {rom 2
bona Sde errar nciwithsianding tbe main-

tenance ©f procedures reasonably adapted

to avo!d Any such error.

“(d) No provision of ttls section or sec-
tlon 916 imposing auy llability stall AppIy
5 4
“(1) sny sct done or oml ted In good faith
in cor.formity with any rule, regulation, or
inlespretation thereof by the Board or in
conformity with apny Inlerpretation or ap-
proval by an oficlal o° emplojee of the Fed-
eral Peserve System duly authorized by the
Board to lssue such interpretations or ap-
prosals tader such p-ocedurcs as the Board
may prescride {kerefor; or . d

=(2) say faljure to make dlsclosure "in
proper gform If a Srancial institution utl-
lized an appropriate model clause issue by
tre Buard,
noLwisnstanding that afier such act, omis-
sfon. o- Zaljure kas occusred, such rule, reg-
ulalion, &approval, or molel clause is
rmended, rescinded, or determined by nal-
cial ¢ other authorlty to be irsalid for uny
yeason.

“(e) A person has no lability under thts
section for any fajlure to coroply with an re-
guiremnent under tbis titte 4, prior to the
Srstiiusion of at action under this section,
the pesson notifes the consumer concerned
of tre fallure, cemplies with the requlire-
mezts of (hls title, a2d makes &0 appropriate
acjusizient to the cozsumer’s dccount and
pars actual damages or, wbere applicable,
€amayes In accordance with scction £10.

*¢2) Oa a finding by tbe court tbhat an
ursacce<efnl action under this secon was
breaght iz kad Jaith o for purposes of bax-
EA) she couri shall awaré to the de-
fe=dzny atlornes’s Jves reusonadle In rcla-
tlen 10 the werk cupended and costs,

=({g) ‘ithout 1czatd to the a2:nount tn
coT. rovessy, any aclie under trhix section
may Ye hronght inanyg Uolied States district
ccurs, or in sny ot colirt of compeient
Juri-Zicticn, within one ycar {rom the date
of tr.e occurtence of the violation,
=1 %26 Criminal Lahilty

~.a) Whoerer Leontnsly snd wrillully—

*t3) Llves f2lse or lnaccuraie Infunnaition
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or falis to provide Infermation which hc 15
requintd 1o e cicte by Lhis tiile or any regu-
1ation lsFued thercunder; or

=(2) otherwise falls o comply 2th any
provi-ion of this title; S
shall be fir.cd not more than £5,000 or Im-
prisened notl more than one year, of voth,

*(b) Whocver—

(1) knowingly, In & {ranraction uTeci!ng
intcrstate or forelgn comnmcerce, ULCS Or At-
tempts or conspires to usc any counterfleit,
fictitious, altercd, forged, lost, stolcn, or
freudulcnitly obicined debit Instrument Lo
obinin mioney, goods, services, or anything
else of value which wiihin any onc-yuar pc-
riod has a value sgyrcgating §1,€00 or more;
or

*(2) with urlawful or frand:lent Intent,
transports or attempts or conspires Lo trans-
port In Intessiate or forcign commnerce &
counterfeit, fictitlous, altcred, forged, losti,
stclen, or frauculently obtalncd d=bi: Instru-
ment rnowing the stme to be counicricit,
fictitious, altered, forged, Josi, siolen, oF
fratdulerntly obtained; or )

“(3) with unlawfu} or frauculent intent.
uses any Insiruinentility of iniesstate or
foreign commerce to sel or Iraznsport a coun-
terfett, fictitlous, alicred, forged, lost, stolen,
or frauduiently oblalncd debit instrument
Xnowing the same to he counterfeit, fictl-
tious, alicred, forged, lost, siolen, or {ravdu-
lently oblained; or

*(4) knowingly recelves, conceals, uscs, or
transports morey, goods, services, or tny-
thing else of value (except tichels for Inter-
state or forelgn transporlation) which (A)
within any ore-year period has s value ag-
gregating $1,000 or more, (B) has moved in

or is part of, or'which corstitules interstate -

or foreign cummerce, and (C) has heen ob-
tained with a counterfeit, fictlijous, aliered,
forged. lost, stolen, or fraudulentlf ob'ained
debit Instrumnent; or .

“(8) knowingly recelves, conceals. uses,
sells, or transports In In‘erstate or foreign
commesce one or more tickets for inlerstate
or forelgn transportation, which (A) within
any one-year period have a valuce spgregating
8500 or more, and (B) have been purchased
or obla‘ned with one or inore counterfelt,
fictitious, aslercd, forged, lost, rtoien, or
frauduicniiy otiaired debit insirument; or

*(6) In a transacllon Afecting intessinte
or forelgn commcrce, furnishes mosney, prop-
erty, scrvices, or anylhing else of value,
which within any onc-year period has a value
erpgregating 81,000 or incre, through the use
of any cousterlfelt, fictitious, ahicred, forged,
fost, stolen, or fraudulently ohtalred debit
instrusment knowing the sarme to e counter-
2eit, fictitious, altered, forged, 10st, s1olen; or

ravduleatiy oblained—
shall be fized not more than $10,000 or im-
prisoned not more than ten years, or both.

*(c) As used In this section, the term
*deblt insirument’ means o card, code, of
other Cevice, other than a check, drafi, or
simliar papes fnstrument, Ly (be wse of
which a person may Inftiate anh clecironle
fund transler.

§ 917. Adm'nisiratize enforcement

*(a) Co:zpllance with the requireniens
imposed under this title shall be calorced
under— .

*(1) rection 8 of the Federa) Deposit In-
surance Act, in the case of— .

*“(A) national hanks, by the Compirolier
o the Currency:

*{B) membes Lanks of ihce Federal Re-
serve Sysiem (other thian ratienal banus),
by the Eoard;

*{C) backs Insured’ by the FcCeral De-
posit Trsurance Corporation (other than
nembers of the Federa) Reserve Sysiem). by
the Erard of Direz'ors of the Fecdera) Deo-
posit Insursnce Corperation:d -

*(2) stctlon 5(d) of the INome Ouwne
Yzan Act of $1£23, ceclien 207 of the X
Yousing Act, tnd reztlens (1) and 15 of

~ .

Ocioocr 14, J5,s

sre FeCeral Tienie raa Sank AL, by oM.
Foderal Stanic 3-on Dank boued (notte - ¢
1ecsiy or through the Federal 7 nfr';.': nr o
Yaan Incusance Crrporation), In Ske ea-c
any Insiiuten sablect to wny ©f il
provisions; ¥

*(3) the Fedwral Coedlt Unlen Ace, Ly ).

Adialn sor of ke Naticeial Crecit Uniacn
Adirinistration with respect 10 any Feders)

creddt union.

*(4) the Fecemal Aviation Act of 1558, L
the CI71! Aercrautics Boaid, with fexpect 19
any AIr carrier or forcigm alr carrier subjes
to thas Act; and 5

*(5) the Securities Lxckange Act of 10133
by the Sccurities and Exchange Commi-tion
v.ith respect to eny broker or dealer =udjes:
to that Act. .

*(b) For the purpose of the exerclse Lj
any agency referzed to o sulsecllon (a) of
115 powers under eny Act referred to In thay
suttcction, a violation of any rermire:meny
jmipoted under this title shali be deermncd ¢
Le a violatlon of a requircment lmpued
und:r that Act. In sééition to Its jower
urder any provision of law specifically
yefersed to In sudsection (a), each of thy
szencies referred to In that subsectlon may
exerclise, for the purpose of enforming com-
piiance with any requirementi Iniposed vace]
this titi=, any other suthorlty confersed on
1t by law, 2

“(c) Except to the extent that enforce
ment o7 the regulreraents tmpayed under thiy
ditle !s specifically commitied to some oihe
Government cpency unfer sudsection (a)
the Federal Trade Commission :hall enforcd
such requiremnents. For the purposs_of thy
cxercise by the Federal Grade Cowmmission
of its funciions anndé powers under the Fodery
Trade Comrmlssion Act, a violatlon oI an
yegquiiement Imposed under this t22le shall by
deemed a viclation of a riguiremert le=
posed vsdéer that Act. AM of the function
224 powers of the Federal Trade Cozimi-sioy
un:icr the Federal Trade Cointnlssion Act or
asailable to the Commission to enforce cox
plance by any person subject to the jusls
diction of the Comnission with the xequire
menis Impesed wnder this title, lrrespectl:
of thethes that p2rson Js enpaged in com
nierec or raeets any ciher Jurhsdicilional {est
in the.Federal Tracde Comnl!ssion Act™
*§ 918. Reporls to Cougress y

“(a) Not later tran tarive monihs nlle
the cZec:itie ér.ie of this tille aAnd at oiie
year intercals trercalier, the Boird and th
Attorney General shall, sospectivedy, malg
reports to the Congress conwerning the ad
nminisization of their funclions uncer th!
1itic, Including such recciamendaticns as 1h
Board and the Alicrney General, res;wec
tively, deem pegessary or appropriate. in ad
dition, each report of the Boird shall i
ciude its eisessment of the extent to whic
compliance wilh this tille Is hicing achieved
fnd p suninsry of the cnfocement sctiod
1aken under sectlorn $17 of this title. Jn suc)
report, the Board shall parljcilarly sdd-es
ihe cTects of his tilde on the costs 2%
WeneSis to £rmanclal izstitwellons ane cor
sumers, o copetition, on tle Inlroduciia
of new techrology. on the operatlons of £
nanclal iastitutiors, snd on the ndegiiac
of consumer proseclion. Tre report of ih
Atlorney General shall alto contain ax onal
xtis of the fnipact ©f this tilc on the ¢cpersy
sfon, workiozg, 2zd cficiceey of tle Fidery
courts., .

“(b) In tlhe erarcice of s functions v de
inis tifie, the Tiard may obialn vpon re
Guest the views o 2uy otler Federal mgetic
which. 12 the jucdzment of tle Bea:d. ex
crcises resu'alory or supervisory funclics
with secpect to 2ty clrss of Heretny swdjed
1o {uis title.

910 NCativn to Seale luws

CTRIS (e Chas net annnd, eller, o il

the Jans 0f saHy Siate slzting to eleviras
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tund trans.
tRwme s AT
of thisz e

th‘..‘lo.-

. @
:.n- AZH1es any ConIT.ET 3 greater thy

rotestton aTnrded by 1his titie. The
shall, upan Its oxn meoslzn or upon the re-
quast of any crancial Insittution, State, oF
osher Ineiuated pariy, submitied In aecn:é-
snce with praceduras prasztibed In rerula-
tions of the Buard, €eteruue aretheraSiate
requiremcant is li:consistent or aords great:s
protection. 1t the Board deterrtines that a
State reguiremant is inconsistent, fnanclal
institutions shall Incur po 11abllity under the
jaw of that State {or & good Inlth fallure to
comply with that la=, nosaithstanding that
such detcrminaticn s subrequently amended,
ressinded, or determined by judiclal or other
authority to be Intalld for any reason. This
title does not excend the applicabllity of any
such Jaw to any ciass of persons or transacs
tions 2o whizh it would pot otherwise npply.
=§ 920. Exemnptioa for State regulation

*The Board shall by regulatlon exemnpt
from the requirements of this title any cisss
of eleciroric fund transfess within any Siate
it the Board determines that under the Iaw
of that State that class of elecironlc fund
tranafess Is subject to requizerenis substan-
tially similar to those imposed by this title,

. and that there 1s adequate provision for en-

tforcement,
~§ 921. Effective date

“This title takes eTect upon the expiration
of elghtesn months from the date Of Iits en-
actment, except that sectlons 909 and 911
take eT=ct upon the expliration of ninety days
after the da’e of enaciment.™, :

TITLE XXI—EFFECTIVE DATE

Src. 2101. Except as otherwise provided
bereln. this Act shall take eZect upon the
explration of one hundred and twenty dazs
after the date of Its enaciment.

The SPEAKER pro tempore. Is & sec-
ond demanded?

Mr. ROUSSELOT. Mr. Speaker, I de-
mand a second.

The SPEAKER pro tempore. Without
objection, a second will be considered as
ordered.

Mr. BAUMAN. Mr. Speaker, T object,
and on that I demand tellers. |

Tellers were ordesed, and the Speaker
pro tempore appointed as tellers Mr.
BausaN and Mr. St GERMAIN,

The Iouse divided, and the tellers re-
ported that there were--yeas 74, noes 1.

Nr. BAUMAN. Mr. Speaker, 1 object
to the vote on the grouand that a quorum
is not present and make the point of
order that a quorun is not present.

The SPEAKER pro tempore. Evideatly

a quorum is not present.

The Sergeant at Arms will notify ab-
sent Members.

The vote was taken by electronic de-
vice, and there were-—ycas 331, nays 14,
ansaered present 6, not voting 19 as
follows: i

[Roll No. 929)

YEAS—331

Abduor Annunzio Beard, R 1,
Addabbo Arcber Bedell
Akaka Ashbrook Benjamln
Alevander Ashley Bennpett
Arde;son, Asplo Bevill

Caltf, AuCoin Binzham
2ngdesson, NI, Balalls Bianchard
Aadrews, N.C. Baldus
Apdrews, Basuard

N.Dak. , Baueus

Breaux

E.m'iicn
P rcp=- Coe

Breekinrilze
Erinkiey
Broihend
Brooks
Bruialeid
HB:0an. Ohio 4
Erozhill Hizhicaer
Buchrran Hrillls
Burgcuer Hol'aad
Burke, Mass, Holleabeck
Burlison, Mo,  Holt
Burton, Phillip Holtzrman
Butler Horton
Caputo . Howard
Cars HubLaisd
Carter Hushes
Cavanaush Hzds
Chapgxll Ireiand
Chisrolm Jacobs
Clauuen, JeZosds
Don H. Jenkins
Cochran Jenresite
Oohen Johnsoo, Calif.
Coieman Johnsoa, Colo,
Coliins, Il Jones. N.C.
Collics, Tex.  Jones, Oxla,
Oneahie Jon=3, Tenn,
Conte Jordan
Co:corau Kastenmeler
Corunell Kazen
Cotter Keop
Coughlin Keys
Crane Kudee
cunnlncham Kindopess
D°Aiours Kostmajyer
Danlel, Dan Krebs
Danlel, R.W. LaFalee
Danteison Lezomarstino
Davis Latta
de Ia Garza Le Fante
Dellums Leach
Dent Ledszer
Derrick Lent
Devine Levitas
Dicks Livingston
podd Lioyd, Tean.
Doaney Loog, La.
Drinao Long, Md,
Duncan, Teun. Lott
Eck:hardt _ Luken
Edgar Lundine
Edwards, Ala. McCiory
Edwxards, Okia. McCloskey
Ellberg MoeCormack
Etiery AMcDade
English AMcEwen
Exienborn AcHugh
Ertel Mcxay
Evans, Del. AcK:naey
Evans, Ind. Madizao
Fary Aasuire
Fascell Mahon
Feawick Mann
Plndley Markey
Fisb Alarks
Fisher Afacriott
Fithian Aartia
Flippo Mattox
Flvod Msyuaer
Florio Michel
Flowels Mikulskl
Foley Miltes, Callf.
¥ord, Teun. Miller, Ohio
Fountalu Aineta
Fowler Minish
Frasel Alitchisll, NUY,
Frenzel Noakley
Fuqu> Molett
GammnZe Mollchan
Gnrcla Norntzonmery
Gaydos MMoore
Gephardt Moarbead,
Giatmo Callt.-
Glman Moorhead, Pa.
QGinn Aot
Glickmen NMurtha
Goldwater Ayers, Joha
Gounralez Natcher
Gore Neal
Gradison Nedzl
Grassley Nichols
Green Nix
Gudger Nolan
Guyer Nownk
Husedorn Oakar
Hall Obe:rstof

CONGRESSIONAL RECORD--1 IOUSK

Pickie
Pike
Poage
Presiler
Preyer
P:.ce
Pritchnrd
Puzscll
Rahall
Katlsbaek
Regula
Rcuss
Rhodes
Richmnoand
Rinelco
ROCe™S
Robins0n
Rodino
Roe
Rozers
Roeone?
Rosenthal
Rousselot
Pozbal -
Ruppe
Rusw
Ryan
San‘!inl
Sarasin
SatterLeld
Sawyer
Scheuer
Schreeder
Schulze
Sebelius
Selberliag
Shasp
Sikes
Sisk
Skelton
Skubltz
Stack
Siaith, Jowa
Smith, Nebr.
Snycder
Soiarz
Spellrcan
Spence
St Germain
Staggers
Stangeiand
Stanton
Stark
Stelger
Stration
wudds
Stump
Syinms
Taylor
Thorcpson
Tho:nton
Traxler
Trible
Tsongas
Tucker
van Drelin
Yander Jagt
Vanlk
Vento
voltmes
waggoarer
whigren
Walker
Wamplers
wetkins
We'ss
Whalen
White
whitehurst
Whitley
Whitten
Wisoins
wilson, Tex.
Wlan
wirth
wolft
wright
wydler
wille
Yates
Yeatron
Youns, Aliaska
young, Fla,
Younyg, Mo,
zabiockl
Zeleret2d

3150

NAY: 1d

Ko 27

Eir e, €l

L3 AT |

L E IR S W

3, e05,Gacy

ANSWESED “PL1R32 NI 6 o
Cleve’and O'Rien *Sre 3
Ed ~as2s, Calif. Quiilen Wash
BOT VOTING—%9
Amihro Eacly Ote;
Amizienian Esazs Calo, Pe.;r
Appiesate E:aes, Ga. Peiis
Armstoong Fiyat Quisie’
Badham Ford, Mieb, Quie
Beard, Tean., Fonjthe Raarel
Betleason Prey . PisenrooLeT
Biazsl Gdhons FPoocalo
BonaRet Harshs Ross
xen Huckahy Posiezvos s

Brown, Callf, Ichord Pusd
Bro=a. Mich, Kixen Rurnels
Burke, Calif, Krueset Sh:dl=y
Burke, Fia. Leszett Stead
Burlsson, Tex Lehan Stocioan
Burton,John Lujsa Sloces
Carney McPall ‘Teasue
Cedecberg 3Maglenee Thoae
Clay Mathis Trecn
Conjess Maroll ucdall
Corman Weeds Ullo:an
Corawell Mixes Wasmian
Delanes Muford Weavse
Dick:nson Mitchell, Md,  Wiloa, C.IL
Dizzs Moss Youns, Tex.
Dinsell Murphy, 1.

Duacaa, Oreg. Murphy, N.Y.

Ar. STANGELAND and Mr. LEVITS
changed their vote from *nay" to "'yea

So a second was ordered. X

“The result of the vote yas annound
as above recorded.’

The SPEAKER pro tempore. The ger
tleman from Rhode Island (Mr. ¢
Grraalx) will be recognized fos 20 mit
utes. and the gentieman from Calilo.
nia (Nr. Rogsseror) will be recogznizc
{or 20 minules. o

The Chair recognizes the gentlema
from Bhode Island, Mr. ST GERMAIN.

PERSONAL STATEMENT

Mr. CHAPPELL. Mr. Speaker, I we
absent today on rollcall No. 921. Had
been present, T would have voted "aye

AUTHORIZING CORRECTIONS [
ENROLLMENT OF S. 1487, ELIMJ
KATING RACKETEERING IN SALY
AXD DISTRIBUTION OF CIGAR
ETTES 3

Ms. HOLTZMAN. Mr, Speakers, 1 ser
to the desk a concurrent rezolution ()
Con. Hes. 755 directing the Sceretas
of the Senate to make a correction 1
the enrollmeat of the Senate bill (
1437) to eliminate rucketcering in tl
sale and distribution of cigarettes. aj
for other purposes, and ask vieanimo
consent for its immecdiate consideratio

The Clecrk read the concirrent resol
tion as follows:

H.Con. RFs. 155

Resolved by the Housc of Represclalit
(the Scrate concuming), That In the enzn}
meat of the bill (S. 1487) to ellmnlnale 1a¢
eteering In the sale and dissribution
clgarcttes, and for other purposes, the Secr
tary of the Senate shall niake the foliows
correction,

In sectlon 2242 (a) of titlc 18, Unit
States Code. 1s adéed by the flrst scction
thie bill, sinize out “To the extent thint su




sssNAB A Sr & fy

Ps-92

STATE OF MARYLAND ' Phone: 267-5533-34-35-36
STATE TREASURER
State Treasury Building Annapolis, Maryland 21404

Mr. M. Starkey - pATE: July 14, 1976

Mr. E. J. Schamel RE: Direct Deposit Payroll

The following facts with reference to Baltimore City's
Direct Deposit Payroll System were garnered from a meeting
with Mr. Harry Deitchman, Disbursement and Payroll Supervisor
for the Baltimore City Department of Finance, on June 28,
1976. B : -

Participation Rate: Of the 52,000 total individuals on Balti-
more City's ‘current payroll files, slightly over 42,000 have
been offered the opportunity to participate in the Direct
Deposit system. The current participation rate by payroll
grouping is as follows:

Direct
Total Deposit Percent
Gfoug - Employees Participants Participating

Fire Department 2,263 822 36%
Hospital & Libraries 2,386 468 20%
Group # 1 - Dept. of

Finance, Mayor's

Office-primarily

white collar 5,090 1,061 21%
Group #2 - Primarily _ '

Police Department 5,647 1,342 24%
Group #3 -~ Health Dept.,

Dept. of Transit &

Traffic, Div. of

-Corrections-Primarily

White collar 3,901 755 - 1%%
School Teachers 11, 706 3,026 26%
School Employees 4,855 476 10%
Pension & Retired 6,448 606 _9%

TOTALS 42,296 8,556 20%
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Not all the payroll groups indicated were given the
option of joining the Direct Deposit system at its inception,
approximately one year ago. Roughly 13,600 employees had
been offered the option as of September 1975, with 22%
electing said option. Little change in the overall
participation rate has been noted as additional groups
were added, as evidenced by the current 20% rate. Partici-
pation rates within each group have remained relatively
stable.

Attempting to establish participation rates for
"white collar" workers vs. "blue collar" from available
figures is difficult at best. 1In addition, certain
distinctions that are possible would be misleading in
applying same to State operations. . As an example, the
Fire Department for Baltimore City shows the highest
participation rate. Such a rate could not be applied
in projecting State "blue collar" participation, since
the Direct Deposit Payroll is inhergiy advantageous to
alternating shift workers. The amalgamous nature of
the other Baltimore City payroll categories also prevents
meaningful occupational distinctions. Considering the
diversity of occupations within Baltimore City's
participant group, the overall participation rate would
seem to be a reasonable expectation for the State of
Maryland as well.

At this point, Mr. Deitchman does not believe any
additional payroll groups will be given the opportunity
to join the new payroll system. Those additional groups
total approximately 8,500 workers, primarily in "blue
collar" classifications (Departments of Sanitation,
Highway, Recreation and Parks), and part-time employees.

Mr. Deitchman advised that despite a vigorous
program to explain the new payroll system and its
advantages to City employees, as indicated previously,
the participation rate has remained stable and is below
their original expectations. He observed that the most
frequent complaint from employees was the loss of
confidentiality. Efforts to alleviate this problem
(arrangements with banks to hold deposit receipts rather
than mailing, promoting separate non-joint checking
accounts, etc.) have had little noticeable effect in

increasing participation.



FROM: Mr. M. Starkey
TO: Mr. E. J. Schamel
DATE: July 14, 1976

Mr. Deitchman advised that no cost study has
been started, as yet, to weigh the savings realized
with the new system vs. the areas of increased cost
for same. A reduction of one employee in the Bank
Reconciliation Staff was mentioned, as was a probable
increase in data processing cost, though no specifics
were given. He advised that a formal cost study would
probably be done in the near future. :

Mr. Lawrence Daley, Deputy Treasurer for Baltimore
City, advised that no figures had been compiled to arrive
at the loss of investment income resulting from the new
payroll system. The new system requires the City to
deposit in the controlling bank the full amount of a
payroll, one day prior to the payroll date. Under
the standard payroll system, the City made such
deposits on the payroll date. Considering the fact
that theCity did not make deposits to cover a payroll
over an extended period as does the State, implementation
of the Direct Deposit Payroll has meant a loss of one
day's investment income on that portion of any net pay-
roll under the new system. Although mention was made
of compensating balance requirements being the reason
for depositing the full amount of a payroll rather than
making partial deposits as does the State, their justi-
fication remains unclear to me. It suffices to say that,
given the payroll deposit procedures as mentioned, the
City of Baltimore lost proportionately less investment
money in changing to the Direct Deposit Payroll, than
would the State in implementing the system.

It must be noted that both Mr. Deitchman and
Mr. Daley emphasized that cost was less a factor in
their decision than were expected advantages in the
area of clerical workload. They pointed out that the
number of stop-payments, and lost and stolen checks,
have, in fact, been reduced as a result of the new
system. Such reductions, they noted, have made the bank
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Mr. E. J. Schamel

DATE: July 14, 1976

reconciliation process more efficient, and a staff
reduction of one individual has been realized. They
emphasized that they were not only concerned with
developing a system that the City could administer

more efficiently, but also were concerned with benefits
to the employee. The expected benefits for the City and
for the participating employees, they feel, have been
realized.

The indications were that the City was pleased with
the control bank's cooperation, with some exceptions. The
control bank is now asking that the full net payroll
amount be deposited one day prior to the pay date. The
City contends that the contract calls for such early
deposits only for the Direct Deposit portion of any
payroll., Mr., Deitchman believes the contract to be
explicit enough in the City's favor to preclude any
protracted debate on the issue. The only other problem
area mentioned relative to the bank's cooperation, con-
cerned,the bank's efforts to promote the new system as
provided for in the contract. Although I did not pursue
specifics, a lack of serious effort by the bank was
mentioned. No problems were noted in the area of
adjustments to employee Direct Deposit checking accounts
(due to overpayments, etc.). The City has provided
the bank with a guarantee against financial liability
to secure the bank's cooperation in making such adjust-
ments, the City assuming said liability.

Although the participation rate is below their
expectations, Mr. Deitchman and Mr. Daley both are
generally pleased with the Direct Deposit Payroll
system as it is now operating. In Mr. Daley's opinion,
the 20% rate of employee participation provides sufficient
advantages to justify any reasonable net cost increase in
operating under the new system vs. the old.

MS:lcm
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COUNTY CODE

a) - ALLEGANY
U2 ANNE ARUNDEL
) - @ALTIMORE

04 - BALTIMORE CIVY
9% - CALVENY

06 - CAROLINE

0 -CARAOLL
typ-CECIL

oy . CHARLES

10 - DORC~ESTE R

11- FAEOEMICH

1IN\ CARRETY

13- HMARFORD

4. WONARD

18 MENT

18 - MONTGOMEAY
27 .P2AINCE GEORGES
18 - OUEEN ANNES
1937, MARYS
20-SOMERSET

21 - TALBOTY

22 - WASHINGTON

2) - WICOMICO

24 - WORCESTER

23 - OUT-OF STATE

COUNTY CODE

01 - ALLEOANY

02 <« ANNE ARUNDEL,
03 - BALTIMORE

04 . BALTIMORE CITY
03 - CALVEATY
06-CAROLINE

07 -CARROLL,

08 - CECIL

09 -CHARLES

10 - CORCHESTER,
11 - FREOCERICK
12.-CAARETT

13- MARFORD

14 . OWARO

13 - KENT

16 - MONTCOMERY
17 -PRINCE CGEORGES
10 - QUEEN ANNES
19-37. MARYS
20.SOMENSET

21 - TALBOY

22 WASHINGTON
7). wiICOMICO

24 - WORCESTER

23 - OUT-OF.STATE

INSURANCE

CMi - CMEA

EMI . EDUCATORS MUTUAL
MHMI - HORACE MANN

PLI - POLICE LIFE

SC1 . SCM

UTI - UNITED TCHRS. OF BALTO.

CHARITIES

CHA - CICHA
JA < JOINT APPEAL

INSURANCE

CM1 - CMEA

EM) - EDUCATDRS MUTUAL
HMI - HORACE MANN

PLY - POLICE LIFE

$C1 -SCM

UT) - UNITED TCHRS. OF BALTO.

CHARITIES

CHA . CICHA
JA - JOINT APPEAL

DEDUCTION CODES

DUES

CFF .CDMM COLL FAC FED.
CMD . CMEA 3
FFU . FIRE FIGHT UNION
FOP . FRAT.ORDER POLICE
FOU . FIRE OFF UNION

MAP . MGR. & PROF SDCIETY
MODP - MD. ANTI-POVERTY UN
MNA . MD. NURSES ASSOC.
MSS - MD. 50C. SERV. UNION
PSA -PSASA

PST -PSTA

AEA - BALTO. CITY RET, EMP. ASSOC

SCM - STATE, CO.. MUNICIPAL

UTB -UNITED TCHRS. DF BALTO

Y8U - VULCAN BLAZERS UNION

DEDUCTION CODES

DUES

CFF -COMM CDLL. FAC. FED,
CMD : CMEA

FFU - FIRE FIGHT. UNIDN
FOP . FRAT. ORDER PDLICE
FOU - FIRE OFF, UNION

MAP . MGR. & PROF. SDCIETY
MOP . MD ANTI POVERTY UN
MNA . MD NURSES ASSOC.
MSS . MD SOC. SERV. UNION
PSA - PSASA

PST .PSTA

REA - BALTD.CITY RET. EMP ASSOC

SCM - STATE, CO., MUNICIPAL

UT8 -UNITED TCHRAS OF BALTO.
Y8U - VULCAN BLAZERS UNION

SAVINGS & BENEFICIALS

FBA - FIRE BENE ASS0C.

PBA - POLICE BENE ASSOC
PWF . POLICE WIDDWS BUNO
$8 - SAVINGS BONDS

SHE ST ETION HDUSE FUNDS

MSC.

FA . FAM ASST.
FTL - FED. TAX LIAD.
MGE - MILEAGE

ANT - ROOM RENT
STL -ST.TAX L1AB

Pleass be sure to verify your social sacurity number with your official card and notify your q-paﬂmom il any
error. An error in number will result in loss of credit and may seriously affect your benefits in the future,

SAVINGS & BENEFICIALS

FBA .FIRE BENE ASSOC.

PBA - POLICE BENE ASSOC.
PWF - PDLICE WIDOWS FUND
S8 -SAVINGS 8DNDS

SHF - STATION HOUSE FUNDS

MISC,

FA -FAM ASST
FTL -FED TAX LIAB.
MGE - MILEAGE

RNT - RODM RENT
STL -ST. TAX LIAB

Pleass be sure lo. verify your ?ocial security number with your official card end notify your department if say
srror. An error in number will result in loss of credit and may seriously affect your benefits in the future,
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STATE OF MARYLAND Phone: 267-5533-34-35-36
STATE TREASURER
Stote Treasury Building Annaopolis, Marylond 21404

M. Starkey ' DATE: June 12, 1978

~E. J. Schamel

Direct Deposit Payroll System - Baltimore City

On June 28, 1976 data on Baltimore City's Direct
Deposit Payroll System was obtained from Mr. Harry Deitchman,
Disbursement and Payroll Supervisor for the City's Depart-
ment of Finance and was outlined in my memo of July 14, 1976.
The following information, recently obtained from Mr.
Deitchman, updates the more important aspects of that system.

Participation by Baltimore City employees in the
Direct Deposit Payroll System as of May 8, 1978 is detailed

-as follows:

.Direct
Payroll Total Deposit : Percent
Group Employees Participants Participating

Fire Dept. 2,169 918 42%
City Hospitals &

Libraries 2,905 555 19%
Group #1-Dept. of

Finance, Mayor's

Office - Primarily

white collar 6,731 1,298 19%
Group #2-Primarily ,

Police Dept. 5,200 1,429 27%
Group #3-Health Dept.

Dept. of Transit &

Traffic, Div of

Corrections -

Primarily white :

collar 3,551 885 25%
School Teachers 10,827 3,842 35%
School Employees 5,222 663 13%
Pensioned & Retired 7,070 801 11%

Para~-Professional
(part-time workers) 4,052 113 3%
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Direct
Total Deposit Percent
Employees Participants Participating
Tdals as of
s/8/18 . 47,7217 10,504 22%
change from 6/76 +5,431 +1,948 +2%

The para-professional group is the only new group
of employees Since June, 1976 to be given the option of
joining the direct deposit pay system. The low rate of
participation among this group of part-time workers is
worthy of note. Were they to be excluded from the above
totals, the overall participation rate would have increased
by 4% since June, 1976.

The largest rate of participation increase from the
prior study period was among school teachers. Mr. Deitchman
attributed the 9% increase in this group in large part to
school closings (due to inclement weather) occurring on
scheduled pay days.

Supporting the fact that the direct deposit payroll
program is particularly advantageous to alternating shift
workers is the 6% increase in the participation rate among
Fire Department employees. This group continues to have the
largest rate of participation.

Despite continued promotion, which now includes a
- formal orientation session for new employees covering the
direct deposit payroll alternative, Mr. Deitchman does not
believe that more than a 2% increase in the overall parti-
cipation rate can be expected in the future.

i No additional payroll groups are expected to be
given the option of joining the direct deposit system.
Anticipated problems in administering the direct é&posit
program for employees paid on an hourly basis prevents
their being given the option of joining.

It was previously reported that the control bank
had asked that the full net payroll amount be deposited one
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day prior to the pay date. This controversy has been
resolved - the City depositing only the direct deposit
portion one day prior to the pay date, in accordance with
contract provisions.

Mr. Deitchman advised that delays of up to five
days have been experienced in recovering direct deposit
funds distributed in error to other than the control bank.
Given the overall benefits of the system, however, he did
not view these occurrences as a serious problem.

My previous report indicated that Baltimore City
had not done a cost study on their direct deposit payroll
system, but that a study would probably be done in the
future. Mr. Lawrence Daley, Deputy Treasurer for Baltimore
City, advised on June 8, 1978 that no cost .study has been
done, nor is any anticipated. He reiterated the fact that
the decision to install the direct deposit system was based
on expected administrative advantages and on the anticipated
advantages for City employees. Mr. Deitchman emphasized that
the redyction in the number of stop-payments, and lost and
stolen checks has significantly reduced the administrative
problems associated therewith. Mr. Daley believes that the
advantages indicated, coupled with the benefits to partici-
pating City employees, fully justifies any net cost 1ncrease
that may exist in administering two payroll systems. The
elimination of one position in the bank reconciliation
department and a reduction in the number of checks issued
‘were mentioned as areas of cost savings. However, no
analysis of investment income loss has been done, nor has
information been compiled in other areas of expense that may
have increased as a result of the new payroll system.

Although the overall employee participation rate
remains below original expectations, both Mr. Deitchman and
Mr. Daley indicate that the anticipated benefits of the
direct deposit payroll system have been realized.
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FROM: M. Starkey DATE: June 22, 1976

T0: g, Schamel

RE: Direct Deposit Payroll

- In viewing the operational cost. considerations of a change
to the referenced payroll system, the only cost factor that can be
developed with some degree of confidence at this time is in the
area of dollar float loss. This loss of float is one of four major
cost areas, the others being forms cost, data processing cost, and
plan implementation cost. '

Payroll and Data Processing personnel indicate that no
formal cost studies on the Direct Deposit Payroll have begun. In
August of 1975 at a meeting of the Joint Committee on the Management
of Public Funds, Robert Serviss of the central Payroll Bureau,
estimated initial changeover costs of $250,000. Michael Coffin of
the Data Processing pivision has advised that no specific directive
had been issued to date to pursue data processing estimates as a
result of the Joint Committee's study. The discussion with Mr. coffin
confirmed my analysis of what the major elements in a Data Processing
cost study would be: Estimates relative to the new system, and
estimates relative to maintenance of the old system in modified form
since less than 100% employee participation in the new system would

existe.

Information relative to forms cost (a payroll receipt
issued in lieu of a paycheck) has not been developed. Hence, the
estimate of $25,481.47 total cost for 1,870,886 paychecks issued
per year cannot at this point be weighed against the forms cost for

the receipts.

The cost of dollar float loss under the new system can be
presented at this time. For the period January through May, 1976
the average monthly interest earned from the Union Trust account
was $5,549.65. This was achieved despite a daily blotter balance
that averaged minus $2,071,156. Assuming 100% employee participation
for ¢ase in analysis, one check would be issued on each payroll date
to the control bank for the entire net amount of the payroll. Maintaining
a zero balance relative to payrolls, as would occur, no earnings would
be realized from any dollar float. 1In addition, the minus average
cash balance now carried in the Union Trust account would be eliminated,
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in effect reducing by a like amount total daily investments.

Assuming a 4%% return on the aforementioned $2,071,156 the interest
loss per day would be $258,89, or $94,494.85 per year. In addition

the average monthly interest currently earned with Union Trust as

a result of float would be lost -~ $5,549.65 per month or $66,595.80

per year. The combined interest loss under the Direct Deposit Payroll
system then becomes $161,090.65 per year. That figure is based on
100% employee participation, and of course would be reduced by earnings
on any funds maintained with Union Trust for those employees who would

continue to receive a paycheck.

. Given the fact of less than 100% employee participation

and therefore the need to maintain two "payroll systems", the four
cost areas mentioned above-Loss of Float, Forms Cost, Data Processing,
and Implementation Cost - are the only significant ones in my opinion.
Ultimately studies by the Central Payroll Department and by the

Data Processing Division may uncover additional areas that deserve

an in-depth cost analysis.

Until such time as the Central Payroll and Data Processing
Departments studies are completed, no further progress toward on
overall cost picture can be made. Apparently, no directive has been
issued to date for them to initiate such studies.




Start Up Costs

1. Collection of Authorization forms and file maintenance..
2. 20% of investment in modifications to payroll system ...
-HOﬂwH .C.C.C.C.Cl.....l...

Annual Costs

3. Bank service charges for pre-authorized credits .........

b. HLOM” mHowﬁ .C.CCC.C.C.COOC......CCC..C....Cl.............
HOﬁmH ....................

Annual Savings

5. Bank check processing charges cessessecesssssnesssanoens
6. Bank reconcilement charges .....cseeosoecoccccscccscccscs
6a. In-house reconcilement CosStsS ...ccccesccsccceccccccccece
7. Bank stop-payment ChArges ......eeeeesessocososssososcss
8. Check printing costS ..c.ceeccccccccncccccrrcsoscccccces
9. Estimated value of Direct Deposit as an employee benefit

10. Estimated value of lost time spent in banks cashing/
Qmwomuﬂﬁwsm oumnwm CCC.C..CCC..C.C.CCC.CC..CCC.CCCCCCCCCC

QOﬁNH...............0.....

Net Annual Benefit

(Annual savings minus annual cOStS) ..cececcceccsccsccrccansnn

% OF EMPLOYEES PARTICIPATING

FROM CASE STUDY

100% 50%
$  180. $ 90.
384, 384,
$ 564, $ 474,
$ 1,408, $ 704,
4,410. 2,205,
$ 5,818, $ 2,909.
s 4,928. $ 2,464.
4,928. - 2,464.
211. 106.
211, 106.
8,400. 4,200,
18,040. 9,020.
$36,718. $18,359.
$30,900. $15,450.

25%

—

$ 45.
384.
$ 429.

$ 352.

1,103.

$1,455.
$1,232.

1,232.
53.
53.

2,100.

4,510.

$9,180.

$7.,725.




Exhibit G

SPEAKERS APPEARING BEFORE EFTS ADVISORY PANEL

James 0. Howard, Jr., Esq.
General Counsel
National Commission on EFT

Matthew Jacobs
Vice President of Data Processing
Service Center, Inc,

Herman P. Carson
Sr. V.P. of Operations.
Union Trust Co. of Maryland

W. P. Stritzler
Marketing Director/Commercial Sector
AT&T

Jack Lee
Market Manager
C & P Telephone

Robert E. Hecht, Sr.
Chief Executive _
Financial Management Services Corp., Inc.

Donald G. Long
Product Manager
IBM

Richard McCrossen
President
Citicorp Financial, Inc.

Robert C. Zimmer, Esquire
Zimmer, Egge & Sisk
Washington, D.C.

Patrick Portway
President
CABIN, Inc.

Raymond G. Young

Assistant to the Vice President
EFTS Corporate Development
Montgomery Ward & Co., Inc.




